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DEPARTMENTS OF VETERANS AFFAIRS AND
HOUSING AND URBAN DEVELOPMENT AND
INDEPENDENT AGENCIES APPROPRIATIONS
FOR FISCAL YEAR 2000

THURSDAY, MARCH 4, 1999

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 9:33 a.m., in room SD-192, Dirksen
Senate Office Building, Christopher S. Bond (chairman) presiding.
Present: Senators Bond, Stevens, and Mikulski.

FEDERAL EMERGENCY MANAGEMENT AGENCY

STATEMENT OF JAMES L. WITT, DIRECTOR

ACCOMPANIED BY:
MIKE WALKER, DEPUTY DIRECTOR
GARY JOHNSON, CHIEF FINANCIAL OFFICER
CARRYE BROWN, ADMINISTRATOR, U.S. FIRE ADMINISTRATION

OPENING STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Good morning. The subcommittee will come to
order. Today we begin the deliberation of the fiscal year 2000 budg-
et for the VA, HUD, and Independent Agencies Subcommittee. This
morning we will hear testimony on the Federal Emergency Man-
agement Agency’s request. We welcome Director James Lee Witt;
FEMA’s new Deputy Director and former Acting Secretary of the
Army, Mike Walker; and Gary Johnson, FEMA’s Chief Financial
Officer.

The good news this morning is that we have not had many large-
scale disaster events this year. Unlike last year when FEMA: per-
sonnel were spread across the country responding to El Nino-re-
lated weather events, this year has been relatively quiet. Disaster
cost projections to date fall below the 5-year historical average and
we do not anticipate the need for a supplemental for the disaster
relief fund, reversing a long-term trend. As of the end of January,
FEMA had $2.3 billion in unobligated disaster relief funds.

The bad news is that once again we face a very tough battle in
the Appropriations Committee. The budget caps put in place by the
1997 Balanced Budget Act are extremely tight. Spending available
for discretionary programs overall is $30 billion below the current
year level. Unfortunately, the President’s budget busted those caps
by about $18 billion by assuming offsets from tobacco revenues,
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Superfund taxes, and other gimmicks which frankly have little or
no chance of flying whatsoever. This makes our job harder because
it raises expectations that we simply will not be able to fulfill.

Within the VA-HUD Subcommittee, we have identified several
areas of shortfall in the President’s request. The largest such short-
fall is within the VA medical care appropriation request which
would be frozen at current levels, despite the fact that VA has
identified many new requirements, such as treating patients with
hepatitis C. VA estimates are that this problem alone will cost at
least $500 million next year. Once again we will be forced to make
some very difficult trade-offs in order to accommodate the dire
needs.

I congratulate you, Director Witt, at your success in the internal
budget process at OMB. It is always nice to see who is a winner
in that internal battle, and your star must be at the peak. While
the VA-HUD Subcommittee portfolio would decline $1.7 billion
overall under the President’s budget request, OMB has smiled
upon you and FEMA’s budget would increase $84 million, or 10
percent over the current year, for a total of $923 million. Do not
count on that coming through the full process necessarily.

FEMA proposes several new programs, such as a new $12 million
repetitive loss initiative aimed at eliminating those properties with
significant repeat claims posing the biggest drain on the flood in-
surance fund, and a new flood map modernization fund to update
and digitize FEMA flood maps. These programs, accompanied by
some new requirements on policyholders currently under consider-
ation, would help put the flood insurance program on a more sound
footing. And I agree that is an urgent need. Nevertheless, I have
grave reservations about a FEMA proposal for a mortgage fee to fi-
nance those requirements.

There are also significant program enhancements proposed in the
budget, such as the $25 million increase for the emergency food
and shelter program, the $13 million increase to augment various
activities at the U.S. Fire Administration, the $13 million increase
for anti-terrorism activities, which my ranking member and I have
supported very strongly in the past, and additional funding for
State preparedness activities. I also recognize and express my ap-
preciation that FEMA’s budget includes full funding of $5.9 million
for the dam safety program, an increase of $2 million over the cur-
rent level.

Let me be quite clear. These are all critical activities which we
support. However, the constraints imposed by the budget caps will
make these demands quite difficult to fund fully. We will have
many questions on each of these funding proposals as we seek to
ascertain the priorities.

In addition to FEMA’s request for $923 million in discretionary
appropriations, FEMA proposes $2.48 billion in off-budget disaster
relief contingency funds. It is, frankly, very disappointing to me
that once again the administration has chosen not to budget for
these anticipated requirements under the budget caps. We know
we will have disasters next year, and we know that the funding re-
quirement will be several billion dollars. That is no mystery. We
should budget for those requirements up front.
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Among the items not approved by OMB in FEMA'’s original budg-
et proposal was a new mitigation grant program for universities
which totaled $175 million in your proposal. OMB approved instead
a $1 million study of such a program. I have already heard from
a very important constituent in Missouri, Washington University in
St. Louis, about their support for such an initiative. While clearly
it is in the Nation’s interest to protect our significant investment
in university research, it would be tremendously difficult for us to
find the funds for such a massive new spending program.

There are many other areas we have a particular interest in this
morning. At the top of the list is the Y2K computer problem that
my ranking member will be addressing. It is my understanding
that the National Association of Counties completed a survey in
December which found that roughly half of the 500 counties which
participated in the survey do not have a county-wide plan for ad-
dressing Y2K conversion issues. Almost two-thirds had not yet
completed the assessment phase of their Y2K work. That is not en-
couraging, and that shows a potential problem.

FEMA’s role, relative to Y2K, is consequence management, and
the agency received over $7 million through OMB from the Y2K
contingency funds. We look forward to hearing what FEMA is
doing to prepare for and minimize Y2K-related emergencies, par-
ticularly in the emergency services sector.

We also look forward to hearing what FEMA is doing to improve
the level of preparedness at the State and local level for acts of ter-
rorism. FEMA is one of many agencies involved in this effort, per-
haps too many. Unfortunately, my concern is there does not appear
to be a strategic approach to this critical issue and that the roles
of FEMA, DOD, and the Department of Justice remain confusing.

We do not have a good handle on what remains to be done to en-
sure the readiness not just of the major metropolitan areas, but the
country at large. In testimony before the House Government Re-
form and Oversight Committee last year, GAO raised many con-
cerns about the Nation’s domestic preparedness program for ter-
rorism and it is urgent these issues be addressed.

We also remain concerned about the disaster relief program. You
and I have talked over the years about escalating costs of disaster
relief and the need to tighten up this program. Since 1989 we have
spent $25 billion on FEMA disaster relief and there remains more
than $2.6 billion in anticipated costs associated with open disas-
ters.

Mr. Witt, I commend you for a number of the initiatives you have
implemented to improve the program, such as reengineering the
public assistance program and the concerted effort to close out old
disasters, which has returned hundreds of millions of dollars to the
Disaster Relief Fund. This effort, spearheaded by Mr. Johnson, is
in large part our reason for not needing to provide additional sup-
plemental appropriations for FEMA in fiscal year 1999, and we ac-
knowledge your good work in this area.

We also recognize that you have proposed criteria for declaring
disasters. I appreciate your effort here, particularly in the face of
strong resistance in various quarters. Unfortunately, I am con-
cerned that the criteria are no more stringent than the factors cur-
rently used to consider whether a disaster should be declared and
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do not take into consideration a State’s economic health or the abil-
ity to raise public revenues to cover the cost of a disaster.

Much remains to be done to eliminate the loopholes and stream-
line the program, both through the regulatory process and through
legislation. We understand you plan to go forward with a require-
ment that public facilities be insured at least to 80 percent of their
replacement value. I would urge you to move expeditiously with
that rulemaking which should result in savings to the Disaster Re-
lief Fund.

You may recall that in last year’s Senate committee report, we
asked for a report, now due within a few weeks, of FEMA’s effort
to propose through regulation administrative changes to reduce dis-
aster relief costs. We hope we can see that report shortly.

With respect to the Stafford Act legislation, FEMA just yesterday
submitted another legislative proposal to OMB which includes sev-
eral important proposals such as authority to reduce the Federal
share of public assistance for projects which have incurred multiple
losses. And I appreciate your diligence in again proposing legisla-
tive improvements.

However, the package does not contain many of the proposals
that were in the July 1997 set of proposed amendments and we
need to understand why. Also, we urge you to work aggressively
with the committees of jurisdiction to move legislation that would
tighten up the Stafford Act, further streamline the program, and
reduce disaster relief expenditures.

With respect to mitigation activities, there are a number of con-
cerns we have and some questions, concerns about the way the 404
hazard mitigation grant program is working, whether adequate
cost-benefit procedures are being utilized, and whether these dol-
lars are being put to the best uses. We have asked GAO to provide
testimony for the record today, which I have reviewed and which
will be inserted in the record following my opening statement,
without objection, and ask that FEMA consider and respond to the
issues raised by GAO.

Last year we expressed concern about the need for improved
interagency coordination on disaster preparedness, response, recov-
ery, and mitigation activities. We continue to have strong concerns
in this area. It is my understanding that despite language in the
appropriations bill for the past several years requiring the close in-
volvement of FEMA and other agencies in the distribution of emer-
gency HUD CDBG monies for unmet needs, HUD has refused to
follow the law’s requirements. I am mystified as to how the initial
rou(rild of funds from the fiscal year 1998 supplemental were distrib-
uted.

This afternoon the full committee will mark up an emergency
supplemental bill, and while there will not be any funds for FEMA
disaster relief, I have asked to transfer to a new account at FEMA
from HUD’s emergency CDBG funds unobligated balances totaling
over $313 million. That is in direct response to our concerns with
how HUD has handled these funds. Given your track record, Mr.
Witt, it is my expectation that FEMA will move out with funds in
an expeditious manner after careful consideration of needs, prior-
ities, and appropriate mitigation strategies. We expect FEMA to
follow closely the detailed legislative requirements we will include
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{)or allocation of the funds and to keep us apprised on a regular
asis.

While I am very much concerned about expanding FEMA'’s roles
and responsibilities, particularly without an explicit authorization,
there is significant demand to address so-called unmet needs fol-
lowing recent disaster events. I strongly believe that, along with
Stafford Act proposals currently on the table, the authorizers
should look at this issue. Early this week I sent a letter to the
chairman of the EPW Committee and the subcommittee chairman,
Senators Chafee and Inhofe, asking them to consider this issue
along with other cost-saving and streamlining reforms.

In report language last year, we asked FEMA to convene an
interagency group to assess areas of duplication and overlap, pro-
pose the streamlining of activities, and define clearly areas of re-
sponsibility among agencies. This report is due within a few weeks,
and we look forward to getting a preview of that effort.

Other areas of interest include FEMA'’s plan to implement the re-
cent Blue Ribbon Panel recommendations to improve the U.S. Fire
Administration and FEMA'’s efforts to consolidate further the non-
disaster grants that go to States and whether there is adequate ac-
%ountability in exchange for the increased flexibility provided to

tates.

It is now a pleasure to turn to my ranking member, Senator Mi-
kulski, for any statement she may have.

EMERGENCY SUPPLEMENTAL

Senator MIKULSKI. Thank you, Mr. Chairman. Before I give my
opening statement, I note that the chairman of the full Appropria-
tions Committee is here. I would be happy to yield to him because
I know he has other duties, if he wishes to give a statement.

I also would like to thank the chairman of the Appropriations
Committee as we move into the supplemental as we met our sup-
plemental emergency needs. This year the VA-HUD Subcommittee
was not raided. As you know, we have often been viewed as the
ATM machine for emergency supplementals. This year that dan-
gerous trend I think from a fiscal standpoint has reversed. I really
thank you for doing that.

If you wish to make a statement, recognizing your other obliga-
tions, I would be happy to yield to you.

STATEMENT OF SENATOR TED STEVENS

Senator STEVENS. Well, you are very kind. I thank you, Senator
Mikulski. As a matter of fact, we have three subcommittees meet-
ing at the same time, and I have got another hearing of my own.
So, I do appreciate the opportunity to be here to greet James Lee
Witt and his colleagues.

First, let me thank you for the prompt action on setting up the
task force for our western Alaska fish disaster. I have heard from
many of the Eskimo families out there. They would not have sur-
vived the winter had you not moved as expeditiously as you did.

We have one issue in Alaska that I wanted to call your attention
to. The Corps of Engineers built the Moose Creek Dam upstream
from North Pole, Alaska. It is not quite the North Pole, but it is
pretty far north. It has resulted in downstream flooding of about



6

50 homes, and it has been rezoned now so there will be no new
homes. What is needed is some modification of these homes to pre-
vent the additional flooding. I would like to see if you would work
with us on that.

DISASTER INSURANCE

But that leads me into another thing, Mr. Witt. I was fortunate
enough to ride with a friend on his boat through the inland water-
way, and as we went down from Virginia on down to the Carolinas
and Georgia, through that wonderful country, we just saw repeated
areas which had been hit by either floods or hurricanes.

The interesting thing about that for someone who is not from the
area is the vision of the fickleness of these disasters. Portions were
destroyed and others not touched. It is just like some of the fires
up our way, as the swath of fire comes through and destroys areas
and others are left untouched.

I really admire this new initiative of yours, talking about the
flood plain. I would hope that perhaps we could expand that to
cover areas where we have had multiple disasters. I am thinking
we should ask the people in the authorizing committee on HUD to
see whether we should have Federal insurance for homes that are
in areas that have been repeatedly subject to fire or flood or hurri-
cane, and if we do, whether or not we should not require some spe-
cific types of protections.

I noted along the inland waterway how many of the newer homes
have been lifted up, some as high as 10, 12, 14 feet. Well, that just
means those homes that were not hit last time are going to get it
for sure the next time because they do not have that protection.

It just seems to me we ought to further your initiative on preven-
tive medicine in this area of disasters where we are spending so
much of the taxpayers’ money repeatedly in the same areas. I think
this committee would be very much inclined to work with you and
to work with the authorizing committees to give you even more au-
thority. But somehow or other, between your agency and HUD, we
ought to move out. As the chairman said, we have not had too
many of these disasters this year. Maybe this is the year to move
out and try to spend some money to prevent future disasters of the
type that we have faced in the last few years.

That is particularly so in the flooded areas. One fellow told me
his place had been hit by floods three times, and he just rebuilt it
at taxpayers’ expense really in effect. So, I think we have to find
a way to deal with this on a preventive basis.

I really congratulate you for taking the initiative on that. What
I would like to do is just broaden the horizon a little bit and take
it beyond just the flood plain. I would be happy to talk to you about
that another time.

Thank you very much for your courtesy.

Senator BOND. Thank you, Mr. Chairman. I had mentioned to
Mr. Witt there were media articles on repeated disasters striking
particularly along the Outer Banks. If they are secondary homes,
I have a real question why we as taxpayers need to continue to re-
build them when they are built in areas which are subject to hurri-
canes, flooding, and other natural disasters. We worked in the flood
insurance reform to get people out and make them take certain
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protective steps and have actuarially sound insurance. Frankly,
you have put your finger on another very serious problem.

Senator STEVENS. Well, I spent part of my time in California,
and I remember fires when I was a boy in the Santa Monica Can-
yon and slides and those homes were all rebuilt. I guess they have
been rebuilt 8 or 10 times since then. I really think we have to
have greater protection for the taxpayers. Most of those are, in fact,
recreation homes that we are talking about, second homes. But
there has to be some way to be fair about it and at the same time
start preventing future losses to the taxpayers.

Thank you very much.

Y2K HEARING

Senator MIKULSKI. Before the chairman goes, if I just might say
Senator Bond and I will be talking about Y2K and counter-ter-
rorism here. One of the things we were discussing is perhaps the
need for a joint hearing between Defense, VA-HUD with FEMA,
HHS, and CJS, and we would like to discuss this with you.

Senator STEVENS. You are talking about the full committee.

Senator MIKULSKI. Let us do the full committee.

Senator STEVENS. Anytime you say.

Senator MIKULSKI. Because we have got a lot of money going out
there and some wisely focused and some, quite frankly, like the
Keystone Cops.

Senator STEVENS. I will be happy to do that anytime and be sure
we get the other chairmen and ranking members from those sub-
committees involved.

1Ser(liator MikuLski. Well, Senator Gregg has been deeply in-
volved.

Senator STEVENS. Good. We will plan it. Thank you very much.

Senator BOND. Senator Mikulski.

STATEMENT OF SENATOR BARBARA MIKULSKI

Senator MIKULSKI. Thank you very much, Mr. Chairman.

Once again, I am happy to join with you at really our first hear-
ing of VA-HUD for fiscal year 2000. It is hard to believe that we
are actually going to do a fiscal year for the new century and the
new millennium. So, this really has to be I think a well-focused ap-
propriations that looks not only at the immediate needs of our con-
stituencies, but also the long-range needs of the Nation, which is
why it is so important we do this.

In a post-impeachment environment, everybody is talking about
the new-found comity and bipartisanship, and we have been doing
that for a long time together, and I look forward to our continued
relationship to move the bill. Though you and I would disagree
with President Clinton’s agenda and President Clinton’s budgetary
arithmetic, I do think we do agree on so many things in this bill,
and I believe even now with the issues that you have raised in your
opening statement, I find myself so much in alignment with the
questions that you have raised. So, I look forward to working with
you.

Mr. Witt, I want to thank you and the entire FEMA staff for
their continued dedicated response to the various disasters within
our Nation. FEMA has been absolutely upgraded, and I think we
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all know that if a Governor calls or disaster hits, that FEMA will
be a 911, ready to be able to respond.

We really admire that and want to continue both the funding
sources as well as the culture of FEMA that you have established,
but we now also want to institutionalize this so it is not based on
one person’s response or one person’s directive. We believe in this
appropriation, we have a great opportunity.

DISASTER PREVENTION

First, let me comment on the disaster aspects. I come from a
background, as you know, of social work, of community organiza-
tion, organizing people for self-help. I have a great passion for the
field of public health, and what they say in public health is the
best action is always prevention. In the field of public health, they
do an audit of what people are most likely to have happen, what
diseases will most attack children or the elderly, and they develop
an immunization strategy. And this is what I am looking for in the
pre-disaster mitigation effort, which is essentially almost like using
the tools of epidemiology, where are the problems, what is the con-
crete, specific data, and then where do we need to immunize our-
selves so we are not hit by a tragedy.

So, therefore, in looking at the pre-disaster mitigation, we do not
want to create a big program. We do not want it to be pork barrel.
We do not want a new kind of local entitlement program where we
are either FEMA’s CDBG or FEMA revenue sharing by proxy. I
think we are clear on that.

What we are looking forward to do is how we can, in an orga-
nized, systematic way, identify those communities that are most at
risk in terms of loss of life and loss of property to be able to deal
with that.

I understand from a preliminary look at data there are 76,000
buildings that have repetitive losses, more than two loss claims in
10 years and they have cost the Federal Government $2.8 billion.

We look forward to hearing your action plan based on that pre-
vention model that does not create again a whole new fiscal black
hole where suddenly—and Senator Bond will know this --there will
be what we will call Project Impact creep so that something 100
miles away from a flood plain suddenly somebody at a local level
is trying to put into it. So, we look forward to that.

We also look forward to the issue that will not get a lot of atten-
tion but the necessary mapping of flood plains because that again
is an important tool to do the prevention strategy. We know our
colleague in State, Justice, Commerce is going to be looking at the
same issue for NOAA and coastal plains, but you would have rivers
and other aspects. So, we look forward to supporting you on that.

Also in terms of the emergency shelter grants, we want to again
work with you because we know that the emergency shelter grants,
particularly working through faith-based groups like Catholic
Charities or nonprofits, that we have really gotten out and met
compelling human need.

In the appropriations markup this afternoon, I support Senator
Bond’s effort to see that you have the emergency CDBG. It is going
to raise a lot of hackles, but we have got to be able to respond. I
do not want a Maine in Maryland.
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Y2K AND COUNTER-TERRORISM EFFORTS

This takes me then to the new issues. First, I am very concerned
about the issue of Y2K and also about the issue around counter-
terrorism. I will elaborate on those in my questions, but I think we
have got to be right and clear on our response on Y2K as a building
block to be ready for counter-terrorism response. I understand from
my State-Justice hearing that Justice is responsible for crisis man-
agement. You are responsible for consequence management, but
the consequence management could be the same. Therefore, we will
be looking forward to hearing this.

We want to compliment Senators Bennett and Dodd for their
work on the Y2K, but now that we have done the analysis, I do not
want to see States being in paralysis over Y2K. Sometimes we ana-
lyze, then we get paralyzed, and I do not want that. So, I am going
to be asking you questions on Y2K because, quite frankly, I am
very concerned about power outages, the failure of people to have
access to money, food, medicine, and then panic occurring resulting
in civil unrest.

The other is I am concerned about pre-panic because the talk
shows could take over and hype it. We are already seeing the con-
cern about food, bottled water. Some people are buying gold. Our
colleague, Senator Frist, talked about an elderly citizen who got so
jazzed by a radio show, he took $30,000 out so that he could have
it at home in the anticipation of New Years Eve only to be robbed.
When I talk about our prevention strategy, part of it is preventing
a breakdown of services to people, not only your services, but the
basic services. But we also need to have our strategies so that we
do not have panic and pre-panic.

Then that, of course, will take us to the terrorism response. We
will get into questions.

REPORT ON THE NATIONAL FIRE ACADEMY

Then I want to just comment quickly about the Fire Academy.
I read that report. First of all, I would like to compliment you on
your leadership in commissioning that report. That Fire Academy
is located in Maryland. It was really Senator Mathias, my prede-
cessor, who was an appropriator, who helped do that.

Now, I want that Fire Academy to be a world class Fire Academy
that meets not only the needs of our Nation, but they want to come
from around the world to learn best practices for really being able
to respond. And those fire fighters are first responders.

When I read that report that you had to have a report to tell
them how to talk with each other, it bothered me. And then the
fact that they had no relationship to the fire fighting community
really escalated my concern. And last, but not at all least, they had
no consciousness or awareness about these new threats to the secu-
rity and stability of our country. I found it deeply and profoundly
troubling. I would like to pursue that with you and hear your ac-
tion plan so that we can get it right.

So, that is kind of my framework of kind of how to proceed with
you. Thank you again for your hard work. Obviously, you have got
a plan here that wants to be a step ahead of the problem, whether
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it is helping the first responders be ready to respond or preventing
the loss of life and property.

Mi"l Chairman, I am ready to go to questions, and thank you very
much.

Senator BOND. Thank you very much, Senator Mikulski. I thank
you for your kind words about our being in agreement on so many
issues. I assure you it is because I have learned many of these
issues and the questions from you. That is why I appreciate so
much your service and leadership on this committee.

Well, Mr. Witt, you have now got a pretty good idea of our con-
cerns. Maybe it is appropriate we turn to you and hear what you
have to say. So, thank you for joining us.

STATEMENT OF JAMES L. WITT

Mr. WirT. Thank you and good morning, Mr. Chairman, and
good morning, Senator Mikulski.

I really do appreciate the opportunity to be here today at this
subcommittee hearing to present our budget proposal for fiscal year
2000. I really, truly want to thank your staff for the work that they
have done with us and the support that they and you have given
us. It truly has made a difference for us.

We are proud of our work. We are proud of the FEMA employees
and what they have done, and they continue to work very hard and
are very dedicated.

My statement this morning is going to be very brief so that we
can get to the questions.

We have made improvements not only in the delivery of disaster
services, but improvements in the management and accountability
of FEMA’s programs. This has made a huge difference for us and
the States and local emergency management. I am particularly
pleased to note that our Inspector General has completed the re-
view of FEMA’s financial statements, and has rendered an unquali-
fied opinion on all of our financial statements, which we are very
proud of. Much of the credit goes to Gary Johnson and his staff for
what they have done. I thank them for that and they have done
a great job and have worked very hard on these statements.

Gary Johnson is here with me today, as you stated, Mr. Chair-
man, and our Deputy, Mike Walker, my partner in FEMA. Also, I
want you to meet the Fire Chief from Farmington Hills, Michigan,
Rich Marinucci, who will be working with us for the next several
months. Rich, do you want to raise your hand? He is going to be
working with us on the implementation plan based on the Blue
Ribbon Panel report. Rich is very well respected across all fire serv-
ices, and we are honored to have him helping us with this. He will
be working with Carrye Brown, the U.S. Fire Administrator, and
?yself to have the very best fire service programs that we can

ave.

Mr. Chairman, this budget is not a “disaster budget,” we hope.
Instead it focuses on prevention for the future. As we go into the
year 2000 and the 21st century, I think that is important to stress
smarter government and more community responsibility. I think
this budget is the blueprint for the future, including the effective
and efficient use of new technologies. The three fundamental prin-
ciples driving this budget are that prevention works, that we can
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work even smarter and more efficiently, and that the communities
need to be empowered to take personal responsibility. Instead of
just responding to disasters we can do more in the area of preven-
tion, and that is what we want to do.

PREPARED STATEMENT

So, Mr. Chairman, we will be happy to answer your questions.
[The statement follows:]

PREPARED STATEMENT OF JAMES L. WITT

Good Morning Mr. Chairman, Good Morning Senator Mikulski. I appreciate the
opportunity to appear before the Subcommittee today to present our budget proposal
for fiscal year 2000.

I want to thank the Members of the Subcommittee for their support of FEMA’s
programs and for all the time that the Members and staff have provided in review-
ing our programs.

We are very proud of our work at FEMA—not only in our successful delivery of
disaster services but also in the improved management and accountability that we
have brought to FEMA’s programs. I am particularly pleased to note that our In-
spector General has just completed his review of FEMA’s Financial Statements and
rendered an unqualified opinion.

Much of the credit for putting our financial house in order goes to Gary Johnson,
my Chief Financial Officer, who is with me today. I'm also pleased to be accom-
panied by the rest of my senior staff from FEMA.

One member of my staff who this Subcommittee hasn’t met before is my new Dep-
uty, Mike Walker. You may know Mike from his work as a Deputy Secretary of the
Army and prior to that for his work in the Senate on Appropriations. We are very
pleased to have Mike as a part of our team.

Also joining us for the next several months is Chief Rich Marinucci from Farm-
ington Hills, Michigan. Rich will be working with Carrye Brown, Administrator of
the U.S. Fire Administration, to implement some of the changes recommended by
our Blue Ribbon Panel.

This is a strong and dedicated group and I am happy to have them working with
me. It is a team that, with the support of the Administration and the Congress, has
made America and Americans much safer. So much of what we have done in chang-
ing the face of emergency management could not have been accomplished without
the help of Congress. In our visit today, I would like to share with the members
of this subcommittee examples of how Congress has enabled FEMA to improve our
programs and the manner in which we serve the public. I will also highlight ways
in which we are asking for continued support from Congress to do more. I will be
talking about just how far we have come, where I believe we need to be going, and
how I propose that we get there.

What I am placing before you today is not a disaster budget, but a prevention
budget. The keys to saving lives and reducing the cost of disasters are prevention,
smart government and community responsibility. We have to be willing to go after
long-term savings that result in safer communities for years to come.

I would not only like to demonstrate some of the successes that we have realized,
but more importantly I would like to discuss our blueprint for the future. This blue-
print, like all good building plans, has been shaped by the lessons we have learned
and will be implemented using the most effective and efficient techniques and tech-
nologies available to us. The three pillars upon which we are building are the les-
sons that: prevention works; that we can work even smarter and more efficiently;
and that communities need to be empowered to take personal responsibility.

The fiscal year 2000 budget is built upon those three pillars. I would like to high-
light some examples of how we have laid the foundation for these three principles
already and I’d like to discuss how together with your help and this fiscal year 2000
budget, we will take FEMA and emergency management in this country to the next
level. Instead of responding to disasters, we must prevent them instead of waiting
to react, we must prepare NOW for the next flood, hurricane, fire or earthquake.
We are shifting to proactive prevention.

In this budget we are asking that the Administration and Congress invest new
resources in our mission to buyout repetitive flood loss properties—as a matter of
prevention; to invest in mapping modernization—that will help FEMA, the States,
and local communities work smarter and more efficiently; and once again to invest
in pre-disaster mitigation—which is an investment in prevention that supports per-
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sonal responsibility empowered at the community level. These are investments that
will save hundreds of lives and billions of dollars worth of property and personal
belongings, as well as help us to further reduce disaster costs.

FEMA’s progress during this Administration has been built on the pillar of pre-
vention. I'd like to share with you a few examples demonstrating that prevention
works. Alabama experienced severe flooding in March 1990 when 6,000 people lost
their homes and Statewide damage estimates totaled more than $100 million. In
June 1994, Alabama was hit by Tropical Storm Alberto and again devastating floods
left a trail of flooding destruction along the Pea and Choctawhatchee Rivers. Small
towns along these waterways like Elba and Geneva were hit particularly hard.

Following the 1994 floods, Geneva officials began an aggressive campaign to con-
vince homeowners in the most flood prone area of their community to relocate out-
side of the floodplain area. The community applied for and received funding from
FEMA to acquire 54 homes.

At this time last year a heavy storm from the Gulf of Mexico moved inland across
the United States. Torrential rains swept through the region and caused serious
flooding in several Alabama counties. Of the 54 homes identified for purchase
through the FEMA grant, 30 had actually been acquired by March 1998. FEMA’s
benefit-cost analysis determined that for an upfront investment of $672,000 to ac-

uire the properties, over $1.4 million in damages and losses were avoided, that’s
%2 saved for each $1 invested—that is the hallmark of mitigation.

All of the acquired structures lay deep in the floodplain, and would have been
flooded had they remained in the flood-risk zone. If these buildings had been merely
yepllgggd after the 1994 flood, many would have been severely damaged or destroyed
in .

The program that funded this property acquisition was our Hazard Mitigation
Grant Program. This is a program that delivers the bulk of mitigation assistance
to communities following disasters so that they may better survive the next storm.
We may not have had the resources to do this without the Volkmer Amendment of
1994 that increased the resources available for this purpose. Unfortunately, funding
for this program is generated following a Presidentially disaster declaration—after
something bad has already happened to a community.

I want to expand a program that we already have to address the problem of prop-
erties suffering repetitive flood losses. For fiscal year 2000, we are requesting that
an additional $12 million be appropriated to the Flood Mitigation Fund which Con-
gress established through the Flood Insurance Reform Act of 1994 to accelerate the
process of removing repetitive loss homes from our flood insurance rolls. This appro-
priation would give us a total of $32 million to make a real impact on this recurring
problem. Mike Armstrong, our Associate Director for Mitigation, and Jo Ann How-
ard, our Insurance Administrator, are working hard to make this happen.

As many of you know, the National Flood Insurance Program (NFIP) collects fees
and policy premiums from homeowners with properties in floodplains and some
homeowners with properties outside flood plains who want flood insurance protec-
tion. Each year the insurance fund pays out more than $700 million to policyholders
who have suffered losses due to flooding. Of this $700 million paid out annually,
$200 million of the payouts are to policyholders who have already suffered at least
one other loss during the past 10 years. By targeting the repetitive loss properties
first, we can save the insurance fund these unnecessary annual losses and, more
importantly, we can move the individuals who are suffering the most out of harm’s

way.

Up to $20 million collected in fees from policyholders in 2000 will be used to buy
out or elevate properties or take other sound mitigation measures, in every State
in the nation. In fiscal year 1999, I asked that we concentrate as much of the $20
million as possible to buy out or elevate properties that have suffered multiple
losses. We plan to continue to target the $20 million to repetitive loss properties in
fiscal year 2000. But, this $20 million is not enough to really get at the heart of
the problem.

We estimate that there are over 35,000 properties with more than one loss. Of
this amount, about 8,000 have suffered four or more losses over the past ten years
or at least two losses that totaled more than the value of the entire house. To start
making a significant impact on the repetitive loss properties, we are requesting an
appropriation to use in concert with the $20 million generated from the flood fund.

To eliminate the 8,000 properties with four or more losses or two losses totaling
more than the value of the house, it would cost nearly $300 million. Our fiscal year
2000 budget request includes $12 million that would allow us to get at the 270
worst properties. Buying out the 270 properties would save over $2.6 million in the
first year and a projected savings exceeding $27 million over the next 15 years.
That’s a $12 million investment resulting in a $27 million savings!
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In order to further protect against flood risks, we need to continue to ensure that
our nation’s dams are safe. The National Inventory of Dams classifies nearly one-
third of the nation’s 75,000 dams as either “High Hazard” or “Significant Hazard.”
This classification does not mean that nearly one-third of the dams are likely to give
way in the near future. It does mean, however, that a problem with any one of these
dams will result in loss of life or at the very least, cause a significant economic im-
pact on the surrounding community. To help guard against problems at our nation’s
dams, our fiscal year 2000 request fully funds the dam safety program to the au-
thorized level.

Finally, in the area of prevention, our budget also includes a $1 million request
for a pilot program designed to help make our colleges and universities more dis-
aster resistant. With so many billions worth of Federal funding going to higher edu-
cation institutions for research, it is very important that we help these schools miti-
gate against future disasters in order to protect the Federal government’s invest-
ment.

The second pillar of our blueprint for the future supports our effort to get people
out of harm’s way by implementing methods to work smarter and more efficiently.
One important way of doing this is through better flood maps.

We are proposing this year an aggressive map modernization effort—bringing our
flood maps up to date and digitizing them so they will be both more accurate and
easily available to communities. We are asking for a $5 million appropriation in
start up funds until we can generate a steady stream of funding for the program.

That steady stream of funding, and our proposal to put a $15 fee on all mortgage
transactions to produce that funding, are issues I suspect we might discuss a little
bit today. I welcome that discussion because these maps are important to ensure
that the future growth and development in our country is done based on the best
information available.

As many of you know, FEMA’s flood maps are used for several different purposes.
Some of the main users are mortgage lenders who use them when a house is pur-
chased to determine whether or not the property is within a flood plain. If a prop-
erty is likely to be flooded sometime in the future, the lenders require the home-
buyers to purchase flood insurance. In addition to lenders, flood plain managers,
States, communities, surveyors and insurance companies use the maps for different
purposes.

Currently, we spend about $50 million annually from the flood insurance fund to
pay to update the flood maps. Unfortunately, at this funding level, we have fallen
behind in producing new maps. Most of the $50 million is actually spent amending
the old maps rather than creating entirely new maps. Nearly our entire map inven-
tory is on paper or plastic panels. We would like to be able to digitize our maps
so that they are easier to update and transport. The Technical Mapping Advisory
Panel, a group of map experts from government and the private sector, recently en-
dorsed our map modernization plan in its annual report.

Figuring out how to pay for updated maps and who should pay for them are dif-
ficult questions. To update all of our maps, we estimate that it will cost nearly $900
million and take more than seven years to complete. The $50 million currently spent
on updating maps comes from insurance premiums and fees collected from home-
owners who purchase flood insurance. This does not seem fair for the policyholders
as many people and businesses benefit from up-to-date maps, while only flood insur-
ance policy holders are paying for them.

Because last year’s subcommittee report asked us to identify a creative way to
find funding for updating maps, we came up with the idea of assessing a $15 fee
on every federally backed mortgage transaction. Proceeds from the fee will go into
a Map Modernization fund that will allow us to start updating and modernizing our
map inventory. By charging the fee on mortgage transactions, we will not be putting
an additional burden on the flood insurance policy holders.

Also, and I want to emphasize this very strongly, I want these maps to become
the community’s maps, not just FEMA’s maps. I have been working closely with our
Associate Director for Mitigation, Mike Armstrong, to get funding out to commu-
nities to do this mapping themselves. It is time that communities contribute re-
sources to produce better maps instead of spending money to fight the maps at the
end of the process.

Although the $15 fee will have some opposition, nearly everyone agrees that we
neled to update the maps. We look forward to working with you to identify the best
solution.

Aside from my desire for us to have better maps, the Agency has already made
great strides in the area of working smarter and more efficiently. These efforts have
already been demonstrated through several efforts to streamline the delivery of dis-
aster assistance and by incorporating better business practices.
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Our program for assisting communities whose public infrastructure has been dam-
aged during a disaster has been streamlined as a result of the recent business proc-
ess re-engineering effort. Working with our customers in State and local emergency
management we have simplified the method for getting aid to communities for the
repair of their public roads, bridges, and other critical infrastructure so that they
can begin to recover soon after a disaster strikes. Again, we appreciate the support
of the Appropriations Committees and support of the Stafford Act authorizing com-
mittees.

The final step in the grant delivery process would be further streamlined if FEMA
were permitted by law to settle with applicants on the basis of estimates, as is ac-
cepted industry practice. This would speed closeout of disasters, improve project
management and significantly economize the use of Federal and State resources. We
will be pursuing this change in legislation this year.

For the first time ever, in 1999 we published an administrative rule in the Fed-
eral Register that identifies criteria that must be considered when evaluating
whether an incident should be declared a disaster. The criteria is tied to the CPI
so that it adjusts annually. By implementing this rule, we are helping ensure that
disaster declarations are consistently applied in every State.

When I testified before this Subcommittee last year, I told you that we were going
to emphasize closing out the books on older disasters as quickly as possible. By the
end of fiscal year 1998, the Territorial Closeout Teams that were established under
the leadership of our CFO, Gary Johnson, have reduced the number of open disas-
ters by 44 percent and reduced remaining costs by $1.7 billion. Our close-out efforts
resulted in recoveries of $675 million in fiscal year 1998—funds that help us avoid
having to replenish the Fund as quickly as we would have.

In addition to new close-out procedures that will help recover disaster funds, we
are attempting to simplify the manner in which funds are delivered to our State
partners. When I was a State Emergency Manager, FEMA used to send funds to
me under about thirteen different accounts. Each account had a different matching
level and specific reporting requirements. It was an administrative nightmare. Dur-
ing my first five years at FEMA, we have been able to reduce the number of funding
streams to seven. This year’s budget request includes a proposal to consolidate the
seven remaining funding streams that go to state and local emergency managers
into a single funding stream.

From my experience in emergency management at the State level, I know that
this consolidation will help reduce administrative red tape for states and for FEMA.
It is going to allow States to take more responsibility for putting resources against
the risks that they assess to be the greatest threats.

When I first came to FEMA in 1993, the agency’s financial house was in disarray.
OMB had designated our financial system as high risk, and the agency was in no
position to produce the financial statements required by the Chief Financial Officers
Act. In fact, the agency had never reconciled over $20 billion spent in the Disaster
Relief Fund. We immediately set out to install an integrated financial system that
would aid in reconciling the agency’s books. We then established an intensive, three
year effort to improve our financial reporting so that we could prepare, and audit
financial statements for all the agency’s activities. I am pleased to report to you
today that we have met that schedule. For the first time, FEMA has prepared com-
prehensive financial statements for all of its programs, including the Disaster Relief
Fund. And I am very proud to report that the Inspector General has rendered an
unqualified opinion on those statements. Achieving this goal is not only important
for our reporting to OMB and Congress, but it is critical for enabling the program
managers to make sound decisions—based on solid financial data.

The final pillar of our blueprint for the next century is that communities need to
be involved in promoting personal responsibility. This can best be illustrated by
Project Impact.

Three years ago I came here asking for your help in starting pre-disaster mitiga-
tion—the work we could do with communities before disaster strikes. Today, we
have 118 communities across all 50 states participating in Project Impact. This
would not have been possible without the support of our Appropriation Committees.

Many Members who were on this Subcommittee before have heard me say that
Project Impact is not a traditional government program. Instead of the Federal Gov-
ernment giving large amounts of money to local communities, the small amount of
money and technical assistance given to communities is used to leverage additional
community and private sector involvement and support in many different forms.
When community members take steps to mitigate the impacts of future disasters
at the grass roots level, great success stories come about.

I am especially pleased to report that the initial grants that the Federal Govern-
ment has given to the 118 Project Impact communities resulted in the leveraging
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of nearly 700 corporate partners which have contributed volunteers, in-kind dona-
tions and funding to help their communities mitigate the impacts of future disas-
ters.

In addition to corporate partners, Project Impact communities rely upon individ-
uals who live in the community to get involved. I wish all of you could have joined
us at the Summit we had in December that brought Project Impact participants to-
gether from places like Tillamook, Oregon, Deerfield Beach, Florida, West Virginia
and California. All of these people had shown leadership in their communities in
addressing the risks they face.

All of the Project Impact participants know that we can prevent disaster damage
if we act now. After Hurricane Georges, a lot of people have asked me why that
storm did not devastate the U.S. Virgin Islands and the Gulf States the way other
storms have in the past. The answer is mitigation. The Virgin Islands adopted
tougher codes and built back stronger and smarter. This last hurricane showed the
wisdom of that work. That is exactly what Project Impact wants to do.

One of my favorite examples of local citizens taking ownership of the pre-disaster
mitigation process occurred in Tucker County, West Virginia. Tucker County was
a community that had flooded repeatedly over the years. Each time the town flood-
ed, the residents had to work together to piece their lives back together.

After this pattern of disaster/recovery/disaster occurred several times, a local resi-
dent, Mrs. Katie Little, decided she was going to try to do something to make the
situation better. Mrs. Little and a group of her friends started selling pies and cakes
in order to raise enough money to build the Concerned Citizens Coalition to help
minimize the flooding in her community of Tucker County, West Virginia. From
their bake sales they raised over $50,000 which was used to leverage $2 million
from the State of West Virginia. This money, along with support from other Project
Impact business partners in the community, allowed Tucker County, West Virginia
to make their community more resistant to future flooding disasters by clearing de-
bris and stabilizing eroding riverbanks.

We are hearing stories like these in community after community as Project Im-
pact continues to expand. Fully funded at the $30 million level, we will be able to
expand the program to at least 50 more communities.

The last few budget items that I would like to highlight, incorporate elements of
all three pillars prevention, smarter government, and community based responsi-
bility.

FEMA’s fiscal year 2000 budget requests almost $31 million to support counter-
terrorism initiatives. This includes training for fire departments and State and local
emergency managers who are likely to be the first responders in the event of a ter-
rorist incident. These are the people we work with every day and they are going
to be called upon in these situations.

Although several agencies are involved in the government’s anti-terrorism efforts,
the agencies involved are coordinating closely together to ensure that our efforts are
effective and efficient. Attorney General Janet Reno and I have visited personally
about the responsibilities of our respective agencies on several occasions. This co-
ordination is going to help our State and local partners to access the Federal re-
sources that can help them respond in their communities.

In fiscal year 1998, I commissioned a Blue Ribbon Panel of representatives from
our nations fire service community to review the programs and facilities of the
United States Fire Administration (USFA). The Panel provided me with a report
that outlined recommendations for improving the operations of the USFA.

FEMA’s fiscal year 2000 budget request includes an increase of about $12 million
to pay for some of the recommendations in the initial report. If approved, the fund-
ing would improve the USFA’s data collection system so that the national fire prob-
lem can be better defined and addressed. The funding would allow the USFA to bet-
ter focus its public education materials and firefighter training courses to meet the
needs of the fire community, local citizens and all professions involved in fire pre-
vention. Each of these activities give local fire departments better tools to respond
to a local incident, whether it is a fire, a flood, or an EMS call.

To implement the recommendations, we are pleased to have Chief Rich Marinucci
of the Farmington Hills Michigan Fire Department and past president of the Inter-
national Association of Fire Chiefs. He graciously accepted this challenge. Rich will
be reviewing the recommendations made, meeting with members of the Panel and
other constituents and working with our staff at the Fire Administration to improve
operations.

I also want to call your attention to a major funding increase for the Emergency
Food and Shelter Program. We at FEMA are very fortunate to have been a part of
this program for fifteen years. This program is a great way to work with local com-
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munities, especially the non-profit community that does the essential work with the
working poor and elderly and the people in the roughest circumstances.

The increase of $25 million brings the program up to $125 million. Our partners
in this program the Salvation Army, Catholic Charities USA, the American Red
Cross, the National Council of Churches, the Council of Jewish Federations and the
United Way of America—have joined with us to be careful stewards of these funds.
And it is really important to remember that the millions of extra meals and nights
of shelter that come from this program are all delivered with an administrative ex-
pense share of just under 3 percent. That is a really good deal, not only for the fed-
eral government but also for the people who desperately need these services.

Finally, I want to touch on the work we have been doing in relation to the Y2K
problem. By the end of this month we will have hosted a meeting in each of our
10 regional office cities bringing in State and local officials to give them information,
but mostly to listen and to hear where they think their needs are and to suggest
what they should be looking at.

Many of my staff with me today, including Mike Walker, Lacy Suiter and Kay
Goss have been on the road with representatives of other Federal agencies, as well
as with John Koskinen’s task force, to take a reading on where the State and local
emergency officials are and to arrange a plan for maintaining this channel of com-
munication over the next nine months.

We are taking this problem very seriously but we are also serious about striking
the right balance in approaching a complicated issue. We will continue to keep this
Committee informed on our work in this area.

The ability to implement this blueprint for the next century and to continue this
bold experiment of creating the finest emergency management system in the world
we need to retain and attract good quality people.

The fiscal year 2000 budget requests an increase of over $14 million for salaries
and expenses. Protecting our employees at FEMA is very important to me because
I know what I've asked of the staff at FEMA and I know how they have responded.
“People helping people” is not just a phrase but the way my staff approaches every
day at work. They work smart and they work hard. I am very proud of them.

Just moments ago, I described several ways in which the FEMA staff has worked
to make the agency run more efficiently. The most remarkable thing to me is how
they are able to accomplish so many improvements in the way day-to-day business
is conducted while also being asked to absorb so many new responsibilities.

For example, during the past two fiscal years, FEMA has received additional
funding for anti-terrorism initiatives. However, each time funds were appropriated
for anti-terrorism programs, corresponding S&E funding was not provided. Instead,
staff had to absorb the anti-terrorism initiatives while also continuing to perform
the agency’s other functions at a high level. Similarly, although Project Impact fund-
ing was provided, we had to detail staff from other places in the agency to support
the initiative.

Finally, increased S&E funds will allow us to actually implement the reforms we
want to see in the U.S. Fire Administration. The S&E increase will support more
positions at the Fire Academy in Emmittsburg and will help USFA to discharge its
increased responsibilities due to the threat of terrorism.

I know how often the request for more S&E funds comes before you. I know how
often I have asked!

But I have asked because I have a tired and stretched work force that is always
asked to do more; from frequent disasters around the country to new initiatives—
whether it’s a church arson program, pre-disaster mitigation or helping States and
communities face the consequences of terrorism. I am especially grateful to the Ad-
ministration for recognizing this and supporting this request for increased S&E
funding for FEMA.

I want to conclude by telling you that this budget is important to me and to
FEMA, and it is especially important to the future of our communities across the
nation.

I have been privileged to work for the President, to be his representative in bring-
ing some hope and help to towns and cities and counties and states that have been
hit by disasters. But I have gone back to the same places too many times over the
last six years. I have seen the same problems that could have been prevented with
an “ounce of prevention.” ~

The last few years of terrible weather events—floods and hurricanes and El Nino
and other natural events like the Northridge earthquake—are telling us that we
have to take action to reduce their impact in the future.

It seems that sifting through debris and looking for resources to rebuild are the
constant parts of our current approach to disaster response and recovery. Unfortu-
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nately, that approach is short-changing ourselves, our families, our businesses, our
communities, and the future for our children.

We can and should be proud of how much we have accomplished in our work after
disasters, but we really need to look forward. As I mentioned earlier, this is a budg-
et that takes emergency management to this next level of proactive prevention.
Through mitigation, improved mapping and additional training opportunities,
FEMA will help prepare states, local communities and citizens to save lives, cut
property and business losses, protect our environment, and make our communities
safer and stronger for our children and their children. I hope you can provide us
the support we need to look to that promising future. Together, FEMA and Congress
are creating and will continue to create a true legacy of natural disaster protection.

Thank you for the opportunity to appear before this Subcommittee and I am
happy to answer any questions you may have.

[General Accounting Office, March 4, 1999]

DISASTER ASSISTANCE—INFORMATION ON THE COST-EFFECTIVENESS OF HAZARD
MITIGATIO PROJECTS

(By Stanley J. Czerwinski)

Mr. Chairman and Members of the Subcommittee: This statement for the record
provides our preliminary views on how the Federal Emergency Management Agency
(FEMA) ensures the cost-effectiveness of projects funded under the Hazard Mitiga-
tion Grant Program. We are conducting this work at the request of this Sub-
committee and the Chairman of the Subcommittee on Oversight, Investigations, and
Emergency Management, House Committee on Transportation and Infrastructure.

For a number of years, the Congress has been concerned about the increasing
costs of federal disaster assistance. One of FEMA’s primary approaches for reducing
these costs is to promote mitigation measures that will reduce future damage within
communities—potentially decreasing future federal disaster expenditures. However,
there are concerns that FEMA’s mitigation funding is not targeted to cost-effective
measures, as mandated by the Robert T. Stafford Disaster Relief and Emergency
Assistance Act. Our statement is based on previous and ongoing work and provides
(1) an overview of the increases in disaster assistance costs and FEMA’s mitigation
programs and (2) our preliminary views on the approaches FEMA uses to ensure
that funding under the Hazard Mitigation Grant Program is targeted to cost-effec-
tive mitigation measures.

In summary:

—Federal disaster assistance costs billions of dollars annually. For disasters that
occurred between 1989 and 1993, average annual obligations in FEMA’s dis-
aster relief fund totaled $1.6 billion, in 1998 dollars, while average annual obli-
gations over the past 5 years (1994 through 1998) have increased to $2.5 billion
annually in 1998 dollars (even with the exclusion of one of FEMA’s costliest dis-
asters—California’s Northridge earthquake). The growth in disaster assistance
costs in the 1990s has been attributed to a number of factors, including a se-
quence of unusually large and costly disasters; an increase in the number of
presidential disaster declarations; and a gradual expansion in eligibility for as-
sistance. To reduce these costs, FEMA is using, among other things, hazard
mitigation efforts. These efforts promote community involvement in mitigation
measures by providing grants and training to state and local governments.
FEMA’s efforts include providing federal flood insurance, converting flood-prone
properties to open space, mitigating damage to public facilities, reducing earth-
quake risks, and helping mitigate the loss of life and damage from fires.

—Our ongoing review of FEMA’s efforts to ensure the cost-effective use of federal
dollars for hazard mitigation has focused on the Hazard Mitigation Grant Pro-
gram—one of FEMA’s primary sources of funding for implementing hazard miti-
gation measures within communities. FEMA uses benefit-cost analysis 1—an ap-
proach recommended by the Office of Management and Budget—as its primary
approach for ensuring that mitigation measures within the Hazard Mitigation
Grant Program are cost-effective. However, FEMA also excludes certain types
of Hazard Mitigation Grant Program projects from benefit-cost analysis—includ-
ing projects that fund the removal of certain structures from floodways, re-
search for new building codes, and planning efforts. FEMA officials stress a
need for flexibility in assessing these projects, citing the difficulties of quanti-

1Benefit-cost analysis is used to determine how the anticipated dollar savings gained through
implementing a project compare with its cost. In order to be considered cost-effective, a project
must return more money over its life than it cost.



18

fying the benefits of some projects and the time needed to gather data to con-
duct a benefit-cost analysis. However, these exemptions limit the agency’s abil-
ity to demonstrate that the funded mitigation measures are cost- effective. Addi-
tionally, according to our review of selected benefit-cost analyses in two FEMA
regions, officials conducting these analyses were generally knowledgeable and
had been trained in how to conduct the analyses. However, they did not always
use the best available information in analyzing projects designed to mitigate fu-
ture damage from flooding events. For example, the officials did not always use
flood damage information available from past insurance claims.

BACKGROUND

Following a disaster, at the request of a state governor, the President may issue
a major disaster declaration for the affected areas, thus triggering a range of assist-
ance from federal agencies. The costs of this disaster assistance have grown notably
between the late 1970s and 1990s. Between 1979 and 1988, FEMA’s obligations in
its disaster relief fund exceeded $500 million only in 1 year. In comparison, since
1989, the obligations in the fund have exceeded $1 billion every year except for
1991. The increase in costs is also seen in the number of large, costly disasters.
Prior to 1989, only Hurricane Agnes cost the fund in excess of $500 million, while
10 disasters have cost over $500 million since 1989. While FEMA has implemented
a number of approaches to reduce the costs of disaster assistance—such as consoli-
dating multiple disaster response and recovery functions at individual disaster sites
to reduce administrative costs—the agency has made disaster mitigation a primary
goal in its efforts to reduce the long-term costs of disasters.

FEMA’s September 1997 strategic plan, entitled “Partnership for a Safer Future,”
states that the agency is concentrating its activities on reducing disaster costs
through mitigation because “no other approach is as effective over the long term.”
Mitigation activities are undertaken to reduce the losses from disasters or prevent
such losses from occurring. The agency’s hazard mitigation efforts include grants
and training for state and local governments; funding for mitigating damage to pub-
lic facilities; the purchase and conversion of flood-prone properties to open space;
federal flood insurance; the development of land-use plans and zoning ordinances to
discourage building in hazardous areas; and programs targeted at reducing the loss
of life and property from earthquakes and fires.

However, as we noted in previous testimony,? quantifying the effects of mitigation
efforts can be difficult. Specifically, determining the extent to which cost-effective
mitigation projects will result in federal dollar savings is uncertain because the sav-
ings depend on the actual incidence of future disasters and the extent to which the
federal government would bear the resulting losses.

The Stafford Act requires that hazard mitigation measures under the Hazard
Mitigation Grant Program be cost-effective and that they substantially reduce the
risk of future damage, hardship, loss, or suffering. According to Office of Manage-
ment and Budget (OMB) guidelines, contained in OMB Circular A-94, the use of
benefit-cost analysis is the recommended approach for determining cost- effective-
ness. FEMA’s guidance for determining the cost-effectiveness of hazard mitigation
projects 3 states that “a key criterion for mitigation projects to be eligible for funding
is that they must be cost-effective” and that “benefit-cost analysis is used for all
cost-effectiveness determinations.”

Benefit-cost analysis is used to assess whether the expected costs of investing in
a hazard mitigation project are justified because the project will help avoid damages
expected from future disasters (the benefits). FEMA generally conducts the benefit-
cost analysis for the projects that states submit for approval.# By conducting a ben-
efit-cost analysis, the analyst determines a benefit-cost ratio—the ratio of the ex-
pected benefits divided by the expected costs. If the expected benefits are greater
than the expected costs, the ratio is greater than 1.0 and the project is considered
cost-effective. If the expected benefits are less than the expected costs, the ratio is
less than 1.0 and the project is considered not cost-effective. FEMA’s guidance de-
scribes four main elements of a benefit-cost analysis:

—an estimate of damages and losses before mitigation,

2 Disaster Assistance: Information on Federal Disaster Mitigation Efforts (GAO/T-RCED-98—
67, Jan. 28, 1998).

3 How to Determine cost-Effectiveness of hazard Mitigation Projects, A New Process for Expe-
diting Application Reviews, Interim Edition, Dec. 1996.

4Three states (Florida, North Dakota, and Ohio) typically conduct the benefit-cost analysis for
projects from their communities and submit a sheet summarizing the analysis for FEMA’s re-
view. These states have been given additional responsibilities as participants in a pilot program
called the “managing state concept.”
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—an estimate of damages and losses after mitigation,
—an estimate of the frequency and severity of the hazard causing the damages
(such as the risk of flooding), and

—economic factors used in the analysis (a project’s expected life span, for exam-

ple).

After all of these elements are considered, along with a project’s expected costs,
a project’s cost-effectiveness can be determined. However, other factors outside of
the benefit-cost analysis can also influence whether a project is accepted for funding,
such as the project’s potential impact on environmental conditions.

GROWTH IN FEDERAL DISASTER ASSISTANCE COSTS

Federal disaster assistance costs have increased in the 1990s for several reasons,
including several unusually large and costly disasters, increasing population and de-
velopment in hazard-prone areas, increases in the federal share of disaster assist-
ance costs in larger disasters, an upward trend in the annual number of presidential
disaster declarations, and an increase in the types of facilities eligible for disaster
assistance. Total obligations from FEMA’s Disaster Relief Fund for the 10-year pe-
riod prior to 1989 were $4 billion; since 1989, they have totaled $25 billion.5

Factors Underlying Increasing Costs

The large disaster assistance costs in the 1990s have been attributed to a number
of factors. Since 1989, the United States has experienced a series of unusually large
and costly disasters, including Hurricane Hugo, Hurricane Andrew, the 1993 Mid-
west floods, and the Northridge earthquake. Hurricane Georges was added to this
list in 1998—FEMA is projecting that it might be the agency’s second costliest dis-
aster ever. The close occurrence of such costly disasters in the United States is un-
precedented. Furthermore, increases in population and development, especially in
hazard-prone areas, increase the potential losses associated with these disasters.
For example, FEMA expects that by 2010 the number of people living in the most
hurricane-prone counties (36 million in 1995) will double.

For several of these large disasters, the federal government has increased its
share of the disaster relief costs to provide additional assistance to the states. For
example, while the federal share of funding is at least 75 percent for assistance to
repair or replace disaster-damaged public and nonprofit facilities, the President
used his authority to raise the federal share to 90 percent for the Northridge earth-
quake and to 100 percent for Hurricane Andrew.

There has also been an upward trend in the annual number of presidential dis-
aster declarations. From fiscal years 1989 through 1993, the average number of
major disaster declarations was 38 per year, while from fiscal years 1994 through
1998, the average number increased to 49.

Additionally, over the years, the Congress has generally increased eligibility by
expanding the categories of assistance and/or specified persons or organizations eli-
gible to receive assistance. For example, a 1988 law expanded the categories of pri-
vate nonprofit organizations that are eligible for FEMA’s public assistance program.

According to a report by the Senate Bipartison Task Force on Funding Disaster
Relief,¢ federal budgeting procedures for disaster assistance may also have influ-
enced the amounts appropriated for disaster assistance. This is because disaster re-
lief appropriations have often been designated as “emergency” spending, thus ex-
cluding them from the strict budget disciplines that apply to other spending. Some
views in the report suggested that the assistance provided is more generous than
would be the case if it had to compete with other spending priorities.

FEMA’S HAZARD MITIGATION EFFORTS

To reduce disaster assistance costs, one of FEMA’s primary approaches has been
to emphasize hazard mitigation through various incentives. Mitigation consists of
taking measures to prevent future losses or to reduce the losses that might other-
wise occur from disasters. For example, floodplain management and building stand-
ards required by the National Flood Insurance Program might reduce future costs
from flooding. FEMA estimates that the building standards that apply to floodplain
structures annually prevent more than $500 million in flood losses.

5Since these figures are expressed in nominal dollars, they do not reflect the effects of infla-
tion over the time periods cited.

6 Federal Disaster Assistance, Document No. 104—4, U.S. Senate (Washington, D.C.: U.S. Gov-
ernment Printing Office, 1995).
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A Number of Programs Provide for Hazard Mitigation Assistance

FEMA funds or otherwise promotes hazard mitigation through a number of pro-
grams. As part of its National Flood Insurance Program, FEMA attempts to reduce
future flood losses by providing federally backed flood insurance to communities
that adopt and enforce floodplain management ordinances that help mitigate the ef-
fects of flooding upon new or existing construction. This program also funds a flood
mitigation assistance program through the National Flood Mitigation Fund. In
1998, FEMA distributed over $14 million to states and communities to plan and im-
plement measures to reduce future flood damage in homes and other properties that
had experienced repeated losses from flooding. Eligible projects under this program
include elevating structures, flood-proofing properties, and buying out and con-
verting flood-prone properties to open spaces.

FEMA also provides grants to states to prevent or reduce the risks of earthquakes
by using mitigation measures such as the seismic retrofitting of buildings. The agen-
cy also conducts training, public education, and research programs in subjects re-
lated to fire protection technologies. The agency’s efforts support the nation’s fire
service and emergency medical service communities through such services as the
national fire incident reporting system, which collects and analyzes data in order
to help mitigate the loss of life and damage from fires.

In 1997, FEMA began Project Impact—an initiative based on the premise that
consistently building safer and stronger buildings, strengthening existing infrastruc-
tures, enforcing building codes, and making proper preparations prior to a disaster
would save lives, reduce property damage, and accelerate economic recovery. The
initiative intended to build “disaster-resistant communities” through public-private
partnerships, and it included a national awareness campaign, the designation of
pilot communities showcasing the benefits of disaster mitigation, and an outreach
effort to community and business leaders. Project Impact received an appropriation
of $25 million in the fiscal year 1999 budget.

Under section 406 of the Stafford Act, communities recovering from disasters can
use federal funds to mitigate future damage to public facilities that have been dam-
aged. For example, as a damaged building is rebuilt, seismic retrofitting is added
to help reduce damages from future earthquakes. Mitigation measures funded under
the section 404 program—the Hazard Mitigation Grant Program—differ from the
406 program in that they can be targeted to either damaged or undamaged facili-
ties. For example, putting storm shutters on the windows of structures is expected
to help mitigate wind and rain damage from future hurricanes. Our statement fo-
cuses on the measures funded under the Hazard Mitigation Grant Program.

Hazard Mitigation Grant Program

Under the Hazard Mitigation Grant Program, up to 15 percent of the total funds
spent on a disaster may be spent specifically on hazard mitigation measures. Sub-
ject to certain dollar limits, the act generally allows the funding of up to 75 percent
of the cost of hazard mitigation measures within communities that have been af-
fected by a disaster? (the states or local governments pay the remaining portion of
the costs). In fiscal year 1998, FEMA approved and obligated over $415 million in
Hazard Mitigation Grant Program grants. These grants can be used to protect ei-
ther public or private property, including the acquisition and relocation of structures
from hazard-prone areas. The Stafford Act establishes that the federal contribution
is based on measures that “the President has determined are cost-effective and
which substantially reduce the risk of future damage, hardship, loss, or suffering
in any area affected by a major disaster.” The program funds a range of projects,
including purchasing properties in flood-prone areas, adding shutters to windows to
prevent future damage from hurricane winds and rains, or rebuilding culverts in
drainage ditches to prevent future flooding damage.

Historically, hazard mitigation has been considered primarily a responsibility of
local and state governments as well as private citizens, since these entities often
control the decisions affecting hazard mitigation. For example, building code en-
forcement and land-use planning are generally under local jurisdictions. As a result,
FEMA works with state and local governments to instill a community-based ap-
proach to implementing disaster mitigation efforts. Section 409 of the Stafford Act
plays a role in developing this approach because it helps to establish the require-
ment for a comprehensive state hazard mitigation plan that includes an evaluation

7In an October 10, 1997 regulation, FEMA announced that for disasters declared after April
6, 1997, eligibility for program funding would be statewide rather than limited to the commu-
nities affected by the disaster. FEMA was attempting to give the states enhanced flexibility in
using the funding for priority projects across the states and to expedite closing out the funding
from older disasters.
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of a state’s vulnerability to natural hazards. Additionally, as a condition of receiving
a Hazard Mitigation Grant Program grant, the state must prepare an administra-
tive plan that establishes its procedures and priorities for identifying and selecting
mitigation projects. FEMA, however, has final approval authority for funding these
projects. FEMA guidance states that an “ideal” plan would include a statewide miti-
gation strategy and identify potential hazard mitigation projects that are consistent
with the plan.

We talked with FEMA staff responsible for approving these plans and reviewed
plans from several states. In general, we found that state administrative plans ex-
hibited a broad range of approaches for identifying and selecting mitigation projects.
Additionally, a 1996 study® found that many of the 39 state plans reviewed were
“merely intended to qualify the state for post-disaster mitigation grants under sec-
tion 404 of the Act.” FEMA officials generally agreed with this conclusion. However,
several officials noted that the agency has recently initiated changes to improve the
states’ planning efforts.

FEMA DOES NOT ALWAYS USE BENEFIT-COST ANALYSIS TO DETERMINE COST-
EFFECTIVENESS AND AT TIMES DOES NOT USE BEST AVAILABLE DATA

Our preliminary review found that FEMA’s guidance recommends the use of ben-
efit-cost analysis as the primary approach for determining a project’s cost-effective-
ness. However, the agency excludes certain categories of Hazard Mitigation Grant
Program projects from this analysis. These categories include projects that fund the
removal of certain structures from floodways, tornado-related measures, research for
new building codes, and planning efforts. While FEMA has explained the rationales
for these exemptions, certain factors, such as the lack of an analytical basis for an
exemption on the acquisition of certain floodplain properties, are limiting the agen-
cy’s ability to demonstrate that these mitigation measures are in fact cost-effective.

Certain Types of Projects Exempted From Benefit-Cost Analysis

The Stafford Act requires that Hazard Mitigation Grant Program projects be cost-
effective. FEMA’s guidance establishes that benefit-cost analysis is the preferred
method for making this determination. However, since September 1996, FEMA has
exempted the following four categories of Hazard Mitigation Grant Program projects
from the use of benefit-cost analysis:

—projects involving the purchases of substantially damaged structures in 100-

year floodplains;

—up to 5 percent of the Hazard Mitigation Grant Program funding for a variety
of hazard mitigation measures, such as disaster warning systems or the applica-
tion of new, unproven mitigation techniques;

—hazard mitigation planning projects for older disasters; and

—an additional 5 percent of the Hazard Mitigation Grant Program funding for
tornado-related projects.

FEMA’s general rationale for the exemptions varies, although the agency’s policy
guidance establishes that two of the exemptions were made because some mitigation
projects were often difficult to evaluate against “traditional quantitative program
cost-effectiveness and eligibility criteria.” FEMA officials have explained that the
benefits of some projects are difficult to quantify against known project costs and
that the time involved in gathering the data on some mitigation projects can be ex-
cessive. For example, it is difficult to determine the benefits of establishing an edu-
cational program that uses fliers to inform the public about the risks of living in
a floodplain because it is hard to predict the resulting changes in public behavior
that might result from the fliers. However, without any measurement and subse-
quent comparison of a project’s expected benefits with its expected costs, it is un-
clear what criteria the agency is using to determine cost-effectiveness.

Exemption of Projects Involving the Purchase of Substantially Damaged Structures

Through policy guidance established in September 1996, FEMA exempted projects
that involved purchasing structures located in floodways and floodplains—if the cost
of restoring the damaged structures equaled or exceeded 50 percent of the struc-
tures’ market value and the structures were located in a 100-year floodplain. This
particular exemption has come under criticism by FEMA’s Inspector General. In a
March 1998 report,® the Inspector General questioned the exemption’s lack of ana-
lytical data supporting the contention that acquisition projects involving substan-

8Edward J. Kaiser and R. Matthew Goebel, Analysis of Content and Quality of State Hazard
Mitigation Plans Under Section 409 of the Stafford Act, June 1996.

9 Improvements Are Needed in the Hazard Mitigation Buyout Program, FEMA OIG, Inspection
Report I-01-98, March 1998.



22

tially damaged properties in the 100-year floodplain were cost-effective. While
FEMA officials have begun to retroactively analyze some of the acquisition projects
exempted under this policy, the agency is currently unable to provide the analytical
data that would support exempting all substantially damaged structures in a 100-
year floodplain. FEMA officials explained that they need to conduct a detailed and
rigorous analysis of acquisition projects to support the policy. Without this analyt-
ical basis, it is difficult for FEMA to demonstrate that the exempted acquisition
projects it is funding are cost-effective.

Exemption of Up to 5 Percent of the Hazard Mitigation Grant Program Funding for
Various Projects

In September 1996, FEMA established another policy that exempted projects from
benefit-cost analysis. Known as the “5 percent Hazard Mitigation Grant Program
initiatives,” this policy allowed the states to use up to 5 percent of their Hazard
Mitigation Grant Program project funding for a variety of hazard mitigation meas-
ures. According to FEMA’s policy memo for this exemption, the evaluation of fund-
ing for certain mitigation measures, such as hazard warning systems or research
for new building codes, required a large amount of time at the state and federal lev-
els, although it was generally recognized that such measures reduced the potential
losses from a future disaster. The policy was intended to provide the states with dis-
cretion in deciding which mitigation measures they wanted funded, as well as the
responsibility for providing the rationale for the cost-effectiveness of the projects se-
lected. FEMA officials explained that the intent of the policy was to spur creativity
and avoid the time and expense involved with conducting a benefit-cost analysis.

To be eligible, a project type had to be identified in the state’s hazard mitigation
plan and reduce or prevent future property damage, injury, or the loss of life. In-
stead of conducting a benefit-cost analysis, the states were instructed to include a
narrative that identified the mitigation benefits and the reasonable expectation that
future property damage, injury, or the loss of life would be reduced or prevented.
In fact, FEMA’s guidance instructs project applicants to use 5-percent funding if the
project was “previously denied because of difficulty in measuring cost-effectiveness.”
While FEMA’s guidance instructs the states to identify a project’s benefits, it does
not specifically suggest any comparison of the benefits with the project’s costs or
competing alternative projects. Without any measurement and subsequent compari-
son of a project’s expected benefits with its expected costs, the criteria the agency
is using to determine cost-effectiveness are unclear. Additionally, by using such a
broad determination of a project’s cost-effectiveness, it appears that almost any
project could be determined as cost-effective.

Exemption of Hazard Mitigation Planning Projects for Older Disasters

About 1 year later, in October 1997, FEMA announced its third policy decision,
when it exempted hazard mitigation planning projects associated with older disas-
ters from benefit-cost analysis. FEMA decided that in the interest of expediting the
closeout of disasters that occurred on or before June 10, 1993, the agency would
make remaining program funds from these disasters available for hazard mitigation
planning purposes.l0 States were invited to submit Hazard Mitigation Grant Pro-
gram applications for funding that would help them develop multi-hazard mitigation
plans. The policy memo stated that “funds provided for planning purposes shall be
considered a cost-effective measure.”

Exemption of Up To 5 Percent of the Hazard Mitigation Grant Program Funding for
Tornado-Related Projects

In August 1998, FEMA announced the fourth policy exempting certain projects
from benefit-cost analysis. FEMA extended its 5-percent set-aside funding by an-
other 5 percent to fund tornado-related projects. The ageney noted an increase in
tornado activity that it associated with the 1997-98 El Nino weather pattern and
suggested that the need for additional funding for warning systems could not be ac-
commodated through existing programs. In essence, the agency increased the 5-per-
cent set-aside policy to a 10-percent set-aside policy, although the additional 5 per-
cent of Hazard Mitigation Grant Program funding was limited to states that had
received a presidential disaster declaration for tornadoes. In addition to including
a narrative that identified the project’s mitigation benefits and the expectation that
future damage or loss of life or injury would be reduced or prevented, the states
were required to develop a comprehensive plan for warning their citizens, including

10When the Hazard Mitigation Grant Program was established, it provided federal matching
grants on a cost-share basis of up to 50 percent of a project. Thus, FEMA refers to these mitiga-
tion projects as “50/50 planning” projects. With the 1993 amendments to the Stafford Act, the
federal cost share was changed from up to 50 percent to up to 75 percent.
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a public education component. The policy applied to all disasters with unobligated
funds that were declared before fiscal year 1998, as well as all fiscal year 1998 and
future declarations in which tornadoes or high winds played a role. The policy re-
mains in effect until FEMA adopts proposed regulatory changes stating that warn-
ing systems will only be funded from the original 5-percent set-aside. FEMA officials
expect that the regulatory changes will be made final in mid-March 1999.

Estimating the Number and Dollar Figure of Hazard Mitigation Grant Program
Grants Exempted From Benefit-Cost Analysis

We are working with FEMA to quantify the number and dollar amount of all of
the Hazard Mitigation Grant Program measures exempted from benefit-cost anal-
ysis. However, for a number of reasons, FEMA is unable to readily provide us with
this information for all of the exempted projects. For example, it is hindered in pro-
viding this information because there is no data field in the Hazard Mitigation
Grant Program database that would allow the agency to specifically identify the
projects that fall under the exemption for acquiring property that has been substan-
tially damaged. Additionally, agency officials have expressed reservations about the
accuracy of the data. For these reasons, our preliminary numbers are limited to the
55 hazard mitigation project files we examined for four states (Arkansas, Florida,
Louisiana, and Texas) in FEMA regions 4 and 6.

These 55 projects represented approximately $20 million in hazard mitigation
grant funding, with Florida accounting for 36 projects, or $17.2 million of the
amounts reviewed, while the other states accounted for the remaining 19 projects,
or approximately $2.8 million in funding. Of the 55, 14 (25 percent), or over $8 mil-
lion (42 percent) of the funding, were exempted from benefit-cost analysis. One-half
of the exempted projects were property acquisitions, while the remaining exempted
projects included funding for emergency satellite communications, all-weather ra-
dios, emergency alert systems, and a public awareness campaign. The 41 remaining
projects subjected to benefit-cost analysis included wind retrofits (shutter projects),
drainage improvements, seismic retrofits of buildings, and the installation of gas
shut-off valves in structures.

Some Benefit-Cost Analyses Conducted on Acquisition Projects Do Not Use the Best
Available Data

In the four states we reviewed, the officials conducting the benefit-cost analysis
were generally knowledgeable about the process and had received training on how
to use FEMA’s computerized modules. However, we also found that the officials did
not always use the best available data for estimating the benefits of projects involv-
ing the acquisition of property located in floodplains. These data help determine the
extent of the expected benefits attributed to a project and significantly influence the
accuracy and final outcome of the benefit-cost analysis.

For example, in determining flood hazard data—which establishes the probability
and severity of a flood event—FEMA’s guidance suggests using the flood insurance
rate maps available through the National Flood Insurance Program.!! These maps
establish the number of times a flood is expected to occur in a given area (the fre-
quency of future flooding) and the level of the flooding (its severity). The quality of
this information can significantly influence the benefit-cost analysis’ outcome be-
cause overestimating the frequency or severity of a flood can inflate the estimated
benefits attributed to an acquisition project. We found little evidence that informa-
tion from flood rate maps was used in the benefit-cost analyses we reviewed. There-
fore, we are in the process of reviewing several of the analyses to determine how
the use of information from the flood rate maps would have affected the analyses’
outcomes.

We also found that the officials conducting the benefit-cost analysis may not al-
ways use the best available data on damage claims from past flooding. The quality
of this information has a significant influence on the outcome of the benefit-cost
analysis because overestimating the extent of the damage from a previous flood
event can inflate the estimated benefits attributed to an acquisition project. FEMA
officials told us that information on flood claims available from the National Flood
Insurance Program was not always used, suggesting that they simply used informa-
tion supplied by project applicants. We also found that the officials conducting the
analysis do not always validate the damage claims information submitted by the ap-
plicants. As a result, the benefit-cost analysis may rely on testimonial evidence from
the applicant—the individual most likely to benefit from the acquisition project. We
are now working with FEMA to determine if the agency can easily provide damage

11The flood hazard data needed is actually found in flood insurance reports which accompany
the flood insurance rate maps.
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claims information from the National Flood Insurance Program to the officials con-
ducting the benefit-cost analysis.

We provided a draft of this statement to FEMA to verify its factual content and
modified the statement where appropriate. Our review was initiated in December
1998, and it is continuing in accordance with generally accepted government audit
standards.

RELATED GAO PRODUCTS

Disaster Assistance: Information on Federal Costs and Approaches for Reducing
Them (GAO/T-RCED-98-139, Mar. 26, 1998).

Disaster Assistance: Information on Federal Disaster Mitigation Efforts (GAO/T—
RCED-98-67, Jan. 28, 1998).

Disaster Assistance: Information on Expenditures and Proposals to Improve Effec-
tiveness and Reduce Future Costs (GAO/T-RCED-95-140, Mar. 16, 1995).

GAO Work on Disaster Assistance (GAO/RCED-94-293R, Aug. 31, 1994).

BUDGET PRIORITIES

Senator BOND. All right. Well, thank you, Mr. Witt.

FEMA has requested $83 million in increased expenditures, a 10-
percent increase. An increase has also been requested for addi-
tional staff, the emergency food and shelter program, a new repet-
itive loss initiative, fire program enhancements, and the list goes
on.
Given the fact that the budgetary caps will likely prevent us
from funding all these increases, would you give me your highest
priorities: one, two, three? What areas are the most needy in terms
of increases?

Mr. WITT. Well, of course, the Y2K effort is so important and also
the anti-terrorism program is very important.

Senator BOND. You picked that up I think from our discussion.
[Laughter.]

Mr. WITT. They are priorities for us too, Mr. Chairman.

The Pre-disaster Mitigation Fund, and the flood map moderniza-
tion fund are absolutely critical. We are requesting increases for
the Fire Prevention and Training activity, and the Emergency Food
and Shelter program which does so much good, and the National
Flood Mitigation fund. And the Salaries and Expenses are a pri-
ority, and I think the budget reflects that.

Senator BOND. Well, I appreciate that listing, but would you give
us for the record your one, two, three priorities, recognizing, of
course, that by the time this new fiscal year begins, we will be in
the middle of the Y2K problem and the advance planning stage will
be over. I would like to have them listed in terms of the additions.
What'’s one, what’s two, what’s three?

Mr. WITT. Salaries and Expenses are number one. There is no
doubt about that. The Pre-disaster Mitigation Fund and the Na-
tional Flood Mitigation Fund have to be considered as well. Of
course, you said three, but the fire prevention and training is abso-
lutely one of the top priorities too. So, those are the four that re-
flect my priorities.

DISASTER 5-YEAR HISTORICAL AVERAGE

Senator BOND. May I ask why FEMA is once again requesting
$2.5 billion off budget? Is it not true that the 5-year historical aver-
age, which used to be $1.6 billion, now even excluding Northridge
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it is $2.6 billion. Is that not a pretty good estimate even though we
do not know the specific disasters?

Mr. Witt. We have found that the average is running pretty
close to that. Of course, it depends on the events of a particular
year. We wished that we did not have them, but you are absolutely
correct. This year could be a very active year—we hope not—in
hurricanes and flooding.

Senator BOND. The weather man I listen to on television this
morning said with La Nina, it is going to be a super hurricane sea-
son. It should not be a surprise if we have some disasters.

Mr. WITT. True. Dr. Gray’s projections, I believe, include 19
named storms this year.

UNMET DISASTER NEEDS

Senator BOND. You know in the past several years, as I men-
tioned earlier, we have appropriated hundreds of millions of dollars
to HUD for so-called unmet needs, and even though there is no au-
thorized HUD program, we tried to address the need for standards
with appropriation language, ensuring that HUD works with
FEMA in allocating the funds.

Could you tell me how HUD has consulted with FEMA in allo-
cating the fiscal year 1998 supplemental needs and whether this
consultation has been effective and whether it allowed the
prioritization of needs for the most effective allocation? How would
you have done it differently if you had been in complete charge of
that?

Mr. WiTT. Those funds are very, very important in that unmet
need area, and I think you have seen this many, many times, par-
ticularly when we have done the long-term recovery reports show-
ing those unmet needs.

What we have tried to do is to work with the States and local
communities to gather the accurate information in unmet needs in
each disaster, then forward that information to HUD so they can
use it to make their decisions on how to meet those unmet needs,
based on the priorities that we felt needed to be addressed first.

Senator BOND. Did HUD actually follow your recommendations?
Were the HUD expenditures expenditures recommended by FEMA?
You and I know the answer to that, do we not? [Laughter.]

You can submit for the record any analysis showing where HUD
actually funded needs that FEMA identified.

Mr. WITT. Thank you, Mr. Chairman.

Senator BOND. I am from Missouri, and you better show me be-
cause I have a high degree of skepticism on that one.

Let me turn now to the ranking member for some questions, and
we will go back and forth as long as we can enjoy it.

MORTGAGE TRANSACTION FEE

Senator MIKULSKI. Thank you very much, Mr. Chairman.

Before I get into really the meat of Project Impact and Y2K and
all of those things, I want to raise an issue that I think could get
prickly as we move along, and that is on page 5 of your written
testimony, you talk about a $15 fee on all mortgage transactions
to produce the funding for the maps.
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Well, I woke up on Sunday morning to read the Baltimore Sun,
and the headline in the real estate section said this: A new tax on
homeowners in FEMA’s budget. I tell you the cream in my coffee
curdled when I read that—[Laughter—] because I knew every real
estate agent was reading it, et cetera.

Now, Mr. Witt, I think we do have to find a way to fund this.
The chairman and I have not had a chance to talk about this, but
I would just like to put a bright light around it to talk about the
$15 mortgage transaction.

Did you want to say something?

Mr. WITT. Senator Mikulski, when we made a proposal to OMB
on how we could fund the map modernization program——

Senator MIKULSKI. Well, I think you need to go back to OMB——

Mr. WITT. I agree, we should look at all options.

Senator MIKULSKI [continuing]. And say that you have to come
up with other solutions.

Mr. WITT. I think the point of it is—and the chairman and I
talked about this in our meeting—that we need to show the signifi-
cance and the importance of this mapping program, and we have
to address this problem. The chairman advised me and several oth-
ers advised me that this proposal probably will not fly, and I un-
derstand that. But we have to address this problem, and this is a
starting point to talk about how we can do that.

Senator MIKULSKI. Well, there are those who do view it as a tax,
and I do not think you want this thing to go to the Finance Com-
mittee or the Ways and Means Committee.

Mr. WiTT. We do not want a tax.

FLOOD MAPPING

Senator MIKULSKI. But I would like to just give a comment here.
I do not want to spend all my time on the maps. We put money
into NASA for both Mission to Planet Earth and something called
LANDSAT. My question later on will be, but not now—I am going
to get to some other things—is what is it that NASA can tell you
and could they help you do the maps in a way that would lower
cost, et cetera? They have pictures that go back years and years
and years of this planet. We are funding Mission to Planet Earth.
They love to show me those lovely little satellite pictures that are
red, green and blue, and if it is blue, it is this, and if it is green,
it is that, and so on. And I love looking at it, but I wonder if it
could be transferable in that way.

Mr. WITT. Yes, ma’am. Dan Golden and I have talked several
times. My staff has met with the NASA staff. We are working on
signing an MOU with NASA now to use the satellite technology as
much as possible to update maps.

Senator MIKULSKI. Well, I think that is good, and when we meet
with Dr. Goldin, we can actually thank him for his cooperation. We
do not say that is the only step to your mapping.

Mr. WITT. Oh, no, but it is one way.

Senator MIKULSKI. Yes, because essentially with LANDSAT, we
have got so many pictures over so many years that have been
catalogued in such a confusing way that we now have a data mor-
tuary. I would like to see if we could not pull it out and maybe find
their DNA and get it back into business. [Laughter.]
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CONSEQUENCE MANAGEMENT

Now, let us go to Y2K. Mr. Director, could you tell us, number
one, what is consequence management? Do you have responsibility
for consequence management, and what are your plans in terms of
consequence management? Because Tip O’Neill once said all poli-
tics is local, but all response and preparedness and prevention is
also local. Could you share where you are?

Mr. WITT. Sure. Consequence management is the responsibility
to plan, train and equip State and local governments to deal with
public health and safety in response to incidents. What we are
doing now for Y2K is another portion of consequence management.
As you said earlier, the Y2K initiative and the anti-terrorism pro-
gram do have a connection to our all-hazard planning.

The 10 regional meetings that we have scheduled working with
the other Federal agencies and our counterparts in the regions—
we have had four of these meetings with the State directors of
emergency management, with State fire marshals, and several
other local officials—have gone extremely well, and have provided
us a world of information.

Mike Walker, our Deputy Director, has had the lead on the Y2K
and has been to every single one of these meetings and will be at
the other six meetings and the follow-up meetings that we are
planning to have with each of the States and local governments.
So, Mike, do you want to expand on it just a little bit?

Senator MIKULSKI. Mr. Walker, first of all, welcome. We have
known you in other roles.

Mr. WALKER. Thank you.

STATE PREPAREDNESS FOR Y2K

Senator MIKULSKI. But my question to you, sir, is are we ready
in the 50 States, and is FEMA helping the 50 States get ready or
is it very uneven?

Mr. WALKER. Well, FEMA is working very closely with all 50
States on Y2K, as we do on all hazards. As we have these 10 re-
gional meetings around the country, not only are all 50 State emer-
gency managers coming, but a number of local emergency man-
agers are coming also.

Quite frankly, I want to take this opportunity to also commend
the work of the Senate special committee. They did an excellent
job. They have indicated an assessment of the Y2K issue that we
agree with—Y2K will not pose major disruptions, awareness is
growing and progress is being made. We do have concerns which
we share in the small business sector and in many small towns and
small counties. The biggest difficulty that we have is drilling the
message down to the smallest community where awareness is only
now beginning. James Lee has made it very clear that that is going
to be our highest priority to work with the States to foster aware-
ness and the need to fix any problems before the end of the year.

Senator MIKULSKI. Every State has a Governor and essentially
the Governor is the commander-in-chief of that State. Have you
asked every State to have a Y2K designee?

Mr. WALKER. Yes, and they do. Every State has a Y2K coordi-
nator who is separate from the emergency manager.
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Senator MIKULSKI. Have you furnished to the States essentially
a Y2K readiness checklist? Because again rural States have dif-
ferent needs, et cetera.

Mr. WALKER. Oh, absolutely, we have. We provided a guide to
State and local emergency managers and we are in the process of
putting together some other materials which will be available right
down to the very smallest unit of government.

It is a complex problem. There are 200,000 water districts in this
country and 87,000 units of local government, and it is hard to get
the message out. Congress can be of great benefit too through your
newsletters and in putting the word out to local folks.

Senator MIKULSKI. But is not the point of accountability a Gov-
ernor who would then assemble the local jurisdictions and so on?

Mr. WALKER. That is correct.

Senator MIKULSKI. Do you anticipate a breakdown in services
and the need to be concerned about any civil disturbances?

Mr. WALKER. No. Based on current assessments, the sky is not
falling. We are telling people in our regional meetings there is no
need to hoard. There is no need to take money out of banks. There
is no need to head for the hills.

This is much more than a technology problem. It is a leadership
issue. It is a matter of taking responsibility, and there is still time
to do that in these communities.

Senator MIKULSKI. Well, I think when we say there is nothing
to worry about, then I think that there is a sense of complacency.
Later on next week I will be asking these same questions of my
own Governor Glendening when he comes to present this.

Now, let me tell you why I am so hot on Y2K. Because it is an
anticipated event and can be planned for in an organized, system-
atic way. This then says if we do not have it together for Y2K, we
certainly do not have it together for counter-terrorism.

Senator BOND. Senator, may I just interject just two quick Y2K
questions?

Senator MIKULSKI. Why do you not go right ahead?

Senator BOND. No. I will come back to that.

Senator MIKULSKI. I think we are on the same wavelength.

Senator BOND. Will FEMA have all of its own mission-critical
systems corrected and tested by March 1 of this year?

Mr. WALKER. March 31.

Mr. WITT. March 31, yes.

DISASTER RELIEF FOR Y2K

Senator BOND. What will be the Federal policy with respect to
disaster declarations stemming from any possible Y2K related
emergencies? In what circumstances would disaster relief be grant-
ed if there is some kind of failure as a result of the Y2K problem?

Mr. WITT. That was the very same question I asked Mr. Suiter,
the Associate Director for Response and Recovery. They drafted a
one-page guidance on what it would take to trigger a Federal dec-
laration which we shared with your staff, and we will be continuing
to finalize that to make clear that we have it down to a very, very
tight compliance in order to make a declaration like that.

Senator BOND. I think it is clear—and we have had staff discus-
sions—if somebody says, oh, well, we have got a disaster because
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our computers came up 00 and they thought it was 1900, that is
not a disaster. That is not an unforeseen disaster.

Mr. WITT. No, it is not.

Senator BOND. I think the message ought to get out that if some-
body says, oh, my gosh, my computers do not work, that is not
grounds for bringing in the Federal resources. We do not plan to
pay for failure to plan for a completely predictable and understand-
able contingency that everybody ought to know is going to arise.

Mr. WiTT. I think that is important too, Mr. Chairman, because
I think Mike Walker and Lacy Suiter have shared the information
directly with the participants in the regional meetings, that if you
have a problem with your computer system, we are not going to
give disaster declarations to fix computer problems because we do
not want communities waiting to get their computers fixed or sys-
tems fixed under a Federal declaration.

Senator BOND. Your warnings about flood insurance in the media
have been very good. You might consider even making Y2K warn-
ings.

Let me return to Senator Mikulski to go back and take on the
next questions.

INFORMING THE PUBLIC ABOUT Y2K

Senator MIKULSKI. Just a couple of other points again about
Y2K. I gather we could go all morning just on that. But I must
really impress upon you, sir, and ask you to impress upon the
interagency groups and also your locals that you are working with,
people are starting to get scared, but there is also public informa-
tion being given out.

In my last utility bill from the Baltimore Gas and Electric Com-
pany, they said they anticipate that they will be ready to deliver
electrical services in Maryland, and that presumes everything else
is working. They then did say if you are concerned, have at your
home what you would have for an ice storm. As you recall, a couple
years ago we had very severe ice storms and parts of our States
had ice storms even in recent weeks. Our cousins in Virginia went
almost a whole week in certain parts of it. So, they gave you guid-
ing principles and a checklist of what to do. It was just like any
utility communication. It was a bit boring, but it was very factual
and you had that. But it was also reassuring because if you were
gearing this ozone type stuff on the talk show, you knew what to

0.

The second is I got a mailing from the Washington Cathedral,
and it was not about a prayer breakfast or a women’s religious
weekend. It was about them convening a regional workshop on the
nonprofit response to Y2K and if you were a citizen, what you
needed to do to get ready for it. People are getting ready on their
own, which I thought was great Washington Cathedral was going
to do that, but that is the Cathedral.

So, we cannot be processing ourselves to death here. We have to
get out the public information, make sure that we have our infra-
structure lined up with our Governors, and really have this. Other-
wise, this is going to get away. And it is really going to get away
from you. So, we have a wonderfully responsible private sector, the
utilities; the nonprofit sector, like the Washington Cathedral. And
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then we have the talk shows that the aliens are going to land or
in every dam in America the locks will fail and so on. So, we have
doomsday, Armageddon, and I do not want the American people to
be caught because we were processing and having regional meet-
ings and the coordinators felt very good and felt everything was
under control because the infrastructure might work, but there
might be panic whether the infrastructure works or not. It is the
pre-panic that we need to start to manage now. I am not saying
the panic is here, but it will be here unless there is some type of
organized effort about that.

THE NATIONAL FIRE ACADEMY

Then we can go to terrorism, if I could. Actually I am going to
have the chairman ask his questions on terrorism and I will come
back because anything we respond to goes to our first responders.
Our first responders are the fire fighters, volunteer and profes-
sional, and I happen to believe the volunteers train very hard to
be professional. And then we have the emergency technicians that
are usually part of fire fighting units as well as then moving into
ER rooms and so on.

This thing with the Fire Academy really bothered me. It both-
ered me tremendously about the report. I would like to compliment
you on your leadership in terms of pulling that out.

Could you tell us what your intentions are to make the Fire
Academy fit for duty? We welcome your new personnel.

Mr. Chairman, I just want to show you. They have to revisit
their mission statements. The Fire Academy needs to be an active
partner and proactive in disaster relief and terrorism. There is this
whole other question which is that the Fire Academy is not in-
volved with the professional organizations around the country. This
is not good news. This is not good news.

So, do you want to tell us how you will address these manage-
ment and other defects?

Mr. WITT. Senator Mikulski, the concerns that are reflected in
the report are shared by Administrator Brown, the fire services,
and myself. That is why I asked the national fire associations to
appoint a person to convene a panel to look at what we are doing
in fire services on a national level, look at our programs, look at
our delivery of the programs, look at how we are managing these
programs, look at what we needed to change to make sure that we
have the best fire service possible, the best trained fire fighters in
America, the newest technologies, the latest research; everything
that is going to save lives and protect property. That is what we
asked them to do. And they came up with a very good report.

Now it is our responsibility to take that report and those com-
ments, and implement a plan over the next 2 years to put in place,
as you said earlier, the very best academy that we can have for this
Nation. And that is what we want to do. I think we can do that.
That is what Rich is going to be working on, and I am very excited
about this. The fire services are excited about it. As we go through
this, we will be happy to report to you what we are doing and how
we are doing it.

In August we will be meeting with all the national fire associa-
tions, and I have suggested we have the meeting at Emmitsburg
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at the Fire Academy where we will have opportunity to interact
with Administrator Brown and the fire staff up there. Hopefully,
Rich will have an implementation plan to share with them and go
through it at that time.

Senator MIKULSKI. In the executive summary, it says the Fire
Academy’s fire program must be first and foremost adequately
funded. We cannot fund something that is hemorrhaging the way
this is.

Second, beyond money, however, lies the crisis of faith and con-
fidence which money will not fix, which goes to the leadership
issues.

Now, a 2-year program, meaning a step-by-step program from a
fiscal standpoint, is very good, but Mr. Witt, is there a sense of ur-
gency not only within headquarters, but out at the Fire Academy
about really moving on some of the leadership and communication
issues that are not about money but it is about getting your act to-
gether and getting it pretty quick?

Mr. WITT. Absolutely.

URGENCY FOR ADDRESSING FIRE ACADEMY ISSUES

Senator MIKULSKI. In other words, I want a response to the re-
port as quick as the fire fighters in Baltimore respond to a 911 call.

Mr. WitT. What we will try to do for you is to share with you
a report that we are working on now that says what we can do
right now without funds to make a difference.

Senator MIKULSKI. Is there a sense of urgency?

Mr. WITT. I think so. There is an urgency that we need to start
now to be ready to go into the 21st century.

Senator MIKULSKI. Do you have a sense of urgency?

Mr. WITT. Yes, I do.

Senator MIKULSKI. Does the leadership at the Fire Academy have
a sense of urgency?

Mr. WITT. Yes, they do.

Senator MIKULSKI. And this is not about spring hazing. Were
they as mortified by this as they should be?

Mr. WiTT. They were very concerned and they are very encour-
aged by this because it really focuses on what we need to do for
the future. So, I think they are very excited about the possibility
that we truly can be the best up there. So, they are very encour-
aged by this.

But there is a sense of urgency that we need to be better and
we can do better and we are going to do better.

Senator MIKULSKI. Let me turn it back to you, Mr. Chairman.

ALLOCATION OF ANTI-TERRORISM FUNDS

Senator BOND. Thank you, Senator Mikulski.

On the general theme of anti-terrorism, you are requesting $30.8
million for anti-terrorism, which is an increase of $13 million. $8
million would go to States. Much of the rest would go to FEMA per-
sonnel in regions and headquarters.

Can you give me an idea how you would allocate the funds and
why the increase is needed?

Mr. WITT. Sure. Gary, do you want to——
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Mr. JOHNSON. Mr. Chairman, are you interested in allocating the
salary and expense dollars or all of the dollars in that program?

Senator BOND. What are you going to do with the money? What
mission is going to be accomplished if we give you $30.8 million?
I do not need to know who is being hired to do what, but what is
going to be the outcome? What do we get for it?

You can follow up in detail for the record, but I just want to
know what is $30.8 million going to get us?

Mr. WALKER. The primary thing, Mr. Chairman, is $21 million
of that goes right into the hands of the States and then the State
fire people. So, $21 million, as opposed to $12 million last year, is
going out there for planmng and exercises on the State level.

Mr. WITT. And I think it is important to note that in last year’s
budget, FEMA had a small role and less responsibility in compari-
son to what we have now and how the program has been set up
with the Department of Justice and Janet Reno. I think now the
program is more targeted than it was last year. I think setting up
the office in Justice gives a one-stop shop that people can call. They
did not know who to call before. They did not know where to go.
We had too many players in it without a true focus. By working
very closely with John Hamre at DOD and Janet Reno, we do have
a focus on it now. We do have a good plan now, and I think it is
going to truly make a difference.

INTERAGENCY COORDINATION ON TERRORISM

Senator BOND. You anticipated my next question because the
GAO report of April 23, 1998 said the United States is spending
billions of dollars annually to combat terrorism without assurance
that Federal funds are focused on the right programs or in the
right amounts. Then in October, GAO said there had been inad-
equate coordination and focus for training, equipment, and re-
sponse, and the GAO says, “Some local officials viewed the growing
number of WMD consequence management training programs, in-
cluding the domestic preparedness program, the Department of
Justice, FEMA, EMI courses, National Fire Academy courses, the
National Guard’s National Interagency Counter-Drug Institute
course as evidence of a fragmented and possibly wasteful Federal
approach towards combatting terrorism.”

I know you say there has been a coordination office set up in
DOJ. What is actually happening? How are we getting a handle on
these? Because we are going to be dealing with this at the full com-
mittee appropriations level, as Senator Stevens has said.

Mr. WITT. I met and talked about this with Janet Reno, John
Hamre, and Mike Walker, when Mike was at DOD. I was con-
cerned because I did not think we were getting down to the grass-
roots, first-responder level and truly getting these people trained
and truly getting them the types of equipment they would need to
detect a chemical/biological agent if there was an event. I expressed
my concerns. I was very vocal about this.

State and local emergency management and the fire services are
going to be on that front line. They have got to be able to respond
immediately. They will not have 12 or 15 hours to respond.

I was not bashful about this. I said “we do not need to reinvent
the wheel.” We have got the wheel. We need to put a tight ring
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around that wheel. Janet Reno agreed with me, and that is what
we have been trying to do and I think we have. She has worked
closely with us to make this happen.

While I feel better about it, I am not as comfortable as I would
like to be. I think by working the training process with the States
and the fire services at the State and local level, I will gain a high-
er comfort level. We are targeting cities with populations of
100,000 or above.

COORDINATION WITH STATE AND LOCAL GOVERNMENTS ON TERRORISM

Senator BoND. Well, I tell you, pardon my skepticism, but cre-
ating another office is not necessarily reassuring to me that we
have solved the problem.

Have you got people out of each other’s hair? Have you got agen-
cies that are trying to reinvent the wheel that have not been in the
wheel business before? Because it is obvious to me that FEMA
works with local communities. The National Guard is in every com-
munity already. You will have to show me a lot to convince me that
between what FEMA does and the National Guard does, there is
not a heck of a lot of room where we need to have more Federal
employees, no matter how brilliant and how informed they are, try-
ing to work with local communities. Have you gotten the other peo-
ple out of the field where you and, say, the National Guard have
primary expertise?

Mr. WiITT. I think the coordination with State and local govern-
ments is much better than it was, would you agree, Mike?

Mr. WALKER. Director Witt has made it clear, Mr. Chairman,
that if the Congress—and the Congress has not yet approved the
NDPO, the National Domestic Preparedness Office, in the Depart-
ment of Justice—if the Congress does approve the office, from
FEMA'’s standpoint as part of the partnership, we will insist that
the focus be on State and local government and first responders.
That is going to be what we do in our daily work with the NDPO.

Senator BoND. Well, I think that is important. Frankly, there is
legislation that we passed that sends the Department of Defense
out to 120 cities. I suppose I voted for it. I do not recall it. [Laugh-
ter.]

But when you look at it, you think, does that make a lot of
sense?

Mr. WALKER. Mr. Chairman, I managed that program when I
was at DOD. So far, 30,000 first responders have been trained.
There are 5 million first responders in this country. We have only
begun to scratch the surface. That is why it is important that we
look at how to deal with the rest of the Nation and keep that focus
on the State and local level responders who are going to be there
on the front line.

Senator BoND. Is the DOD the right agency to be training, or
should FEMA be using its existing relationships, the other emer-
gency responders, the National Guard? In the first couple of years
as Governor, I spent more time with the National Guard than I did
with my family because I was viewed as the master of disaster be-
cause we had everything from projected prison riots to floods to tor-
nadoes, and when it comes to responding, the Guard is the one that
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is going to be there, along with the emergency personnel and local
law enforcement officials.

Mr. WALKER. You are exactly right. DOD did not ask for the mis-
sion. We tried to give it away as soon as we got it. The law re-
quired DOD to have it for 3 years. It is a domestic mission. It is
not an international mission. This is the last year for DOD and it
will transfer to the new NDPO in the next fiscal year.

Senator BOND. Thank you.

Senator Mikulski.

TRAINING FOR FIRST RESPONDERS

Senator MIKULSKI. In our hearing at the State, Justice, Com-
merce—and Senator Gregg has held four hearings on terrorism—
he was very complimentary of the coordination and of the coopera-
tion of Director Freeh of the FBI and our Attorney General. They
have good coordination with our Secretary of State and other na-
tional technical means agencies for gathering information.

But I share the same concerns that Senator Bond has, that we
now are building up a lot of money and we have a lot of coordina-
tors of the coordinators. I am not talking about the interagency
group where very senior and dedicated people are trying to work
through this, but as we move down those coordinators of the coordi-
nators, even between the White House and here, it is who is Mr.
Turf and who is Mr. Big Guy. We cannot fool around like this.

The other thing is I think that there is a lack of clarity between
what is DOD and the role of the Guard or, yes, yes, the military
and. And then the second is our coordination with HHS and the
Centers for Disease Control. I will not go through all of this be-
cause it does go to, I think, a full hearing with my colleagues on
the other subcommittees that have probed into this. But Senator
Frist, even on the authorizing Committee of Health, Education, and
Labor is going to hold a hearing on bioterrorism. Everybody is
holding a hearing.

Now, why are we holding hearings? Because I think deep down
inside of the U.S. Senate we do not know what the plan is and we
do not know if everybody has got their act together. So, we are all
trying to take bites of this to make sure that on our watch we have
fulfilled our responsibility. But I think if we have concern, then
there is a reason to be concerned.

Now, I do not want to give countenance so somebody says, oh,
they do not have their act together, be ready to go. I believe the
infrastructure we have in place and brave people will. But I really
do think we really do need a presentation of this and a real sense
of clarity because I have yellow flashing lights about the others.

In Maryland, they are using Baltimore as a test site. DOD is in
there with their 120 cities. But quite frankly, Washington, DC, is
a very high risk area, and guess what counties will be first hit?
Montgomery and Prince Georges with both the panic or whatever
the nature of, say, a chemical or whatever it could be. Now, they
have got training grants from the Department of Justice, but you
see, somebody says, oh, well, it is Baltimore. It is a big city. Well,
yes, it is. Well, it is my hometown. I want us to be like prime time.

As I said, I will be discussing this with Governor Glendening.
The Maryland plan does have a medical strike force. In other
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words, there are elements here that give me consolation, but I am
really concerned.

This takes me to one other thing about being concerned. You are
all training the first responders, and yet I have a report here from
the Fire Academy that says it is out to lunch on training first re-
spon?ders. Who is training the first responders? Is it the Fire Acad-
emy?’

Mr. WitT. The Fire Academy is doing a lot of anti-terrorism
training, but also the State fire training academies are as well and
the State offices of emergency services are too.

ROLE OF FIRE ACADEMY IN ANTI-TERRORISM TRAINING

Sen‘:;ltor MikuLskI. Who is training the State fire training acad-
emies?

Mr. WITT. They are coming to Emmitsburg and taking training.

Senator MIKULSKI. But, sir, in your own Blue Ribbon report it
said that Emmitsburg did not have any sense of being proactive or
even reactive on training terrorism.

Mr. WITT. Yes.

Senator MIKULSKI. I am going by the report.

Mr. WITT. I understand that. The academy has worked very
closely with DOD and Justice in developing those training pro-
grams that they are using now as well.

Senator MIKULSKI. Why would the report say they do not know
how to do it?

Mr. WITT. I do not know why that report said that, but they are.
They have done a lot of work in developing those training pro-
grams. There needs to be more of the in-depth training at the acad-
emy, there is no doubt.

Senator MIKULSKI. I am just going to this, and this is why I have
a worry about the whole thing. Recommendation number 21: The
U.S. Fire Academy needs to be an active partner and have a
proactive role in the national disaster and terrorism response.
Then you tell me they are training them and then there is this rec-
ommendation. So, can you see why I do not get it?

Mr. WITT. Sure, I do.

Senator MIKULSKI. So, how can I get it?

Mr. WitT. Carrye, would you like to

Ms. BROWN. I would like to respond.

Senator MIKULSKI. Would you identify yourself and use the
microphone?

Senator BOND. Would you come up to the microphone and iden-
tify yourself for the record please?

Ms. BROWN. I am Fire Administrator Carrye Brown, and part of
my responsibility, along with Dr. Onieal and the rest of my senior
staff, is the National Fire Academy, as well as our other fire re-
lated, technology based programs.

But before this whole issue came up, we had a stakeholders
meeting to look at the role of the Fire Academy in anti-terrorism.
That was way back in 1996. So, before this became a hot issue on
Capitol Hill, we had experts from Israel, from Ireland. We had our
top level experts here in the United States. And they set out a plan
for the National Fire Academy to develop curricula based on anti-
terrorism issues. And we started with very little money, seed
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money, because as you know, we have been level-funded over the
last 4 years, to develop the curricula that DOJ has taken and sent
out around the country. So, we were ahead of this.

So, in other words, I respectfully disagree with that conclusion
that was reached in the Blue Ribbon Panel report. My outstanding
staff at both sides of the house, both the Academy and our tech-
nology based side of the house, got ahead of the issue, and we were
ready to develop the curricula for anti-terrorism before we got addi-
tional seed anti-terrorism money.

Senator MIKULSKI. Madam Administrator, as you know, this is
not about hazing you or finger-pointing.

Ms. BROWN. I know.

Senator MIKULSKI. I am going by the reports. That is what we
have.

Now, my question to you, presuming the curriculum has been de-
veloped, is the curriculum being implemented?

Ms. BROWN. It is being implemented. In fact, we have helped to
train about 34,000 trainers. We have leveraged that by giving cur-
riculum to DOJ, and they have utilized it as well and helped to
print materials and send it out to others. What we did was train
the trainers so that they, in turn, could go back to the States and
train others.

We have used, too, something that Director Witt said, our exist-
ing training systems. We did not try to replicate anything that was
already out there. We have the State training systems and they are
excellent in all 50 States. So, that is how we did a great deal of
it, but we also trained more than 34,000 on campus.

Senator MIKULSKI. Thank you.

Ms. BROWN. You are welcome.

Mr. WALKER. Senator Mikulski, if I could add, when I was at the
Department of Defense, I unfortunately found myself in Oklahoma
City after the Murrah Federal Building bombing, and when I
talked to the local fire department there, I found out that just the
year or so before the incident that they had been at Emmitsburg
for training, and they credited that training for how well they re-
sponded. The fire department of Oklahoma City under enormous
pressure, and in a difficult situation, did a magnificent job. I was
not at FEMA then, but they said that the training they received
at Emmitsburg helped them do that.

Senator MIKULSKI. Well, I appreciate that, but you can under-
stand our questions based on the material which then goes to the
full hearing. Based on the response of the Administrator, I think
we need a response to the Blue Ribbon commission about, number
one, where it is agreed upon and the highest priorities and then
to be able to move.

Rather than go into all the questions on terrorism, I think we
need to go to the full committee, Mr. Chairman. I have taken a lot
of time here.

COST SAVINGS IN THE DISASTER PROGRAM

Senator BOND. Well, I think it is very important. I am getting
ready to, I think, submit most of the remainder of my questions for
the record.
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But I want to discuss some of the things that we have mentioned
before about getting a handle on the disaster relief program. I have
congratulated you on the things you have done to improve the pro-
gram like the disaster close-out teams. There is still much to do,
such as defining the circumstances that allow State insurance com-
missioners to declare the insurance is or is not reasonable.

What actions do you plan for publishing the final rule requiring
80 percent coverage of replacement value? What about the State in-
surance commissioners? What additional actions do you see to re-
duce costs in the disaster relief program? And what are the cost
savings that you have achieved as a result of actions you have
taken to date?

Mr. WiTT. Mr. Chairman, in every single State where we have
done the mitigation it has been shown, even in repeated floods and
other disasters, that prevention has saved money. For example,
Hurricane Georges went through the Virgin Islands, however,
there was very minimal damage because of the mitigation work
that we had done following Hurricane Marilyn. Then when Georges
hit Puerto Rico, it showed very clearly that Puerto Rico had not
done as much mitigation or prevention.

The insurance component is important. We hope in April to be
ready to come forward with a published rule after working with the
States and the insurance commissioners and the Public Risk Man-
agers Association. We have a meeting coming up with those State
insurance commissioners.

[CLERK’S NOTE.—In subsequent conversations regarding the pub-
lic buildings insurance rule, FEMA officials indicated that that
publication of a draft rule is now scheduled for June due to a desire
for additional meetings with stakeholders.]

I feel pretty strongly that we will be able to come forward with
that rule. It is a difficult issue to deal with, but we are tackling
this and I think it should be addressed.

Reengineering the public assistance program is one improvement
that is now being implemented that is going to allow us to save ad-
ministrative costs and save disaster costs because we are going to
be able to respond and close out disasters much faster. The close-
out teams that you referred to and that you all helped us put in
place—and we appreciate that—are going to be able to consolidate
from the three teams down to two teams by the end of this year
because they have accomplished so much.

Senator BOND. You have made that much progress in closing out.

Mr. WITT. Yes, sir. That in itself has really made a huge dif-
ference.

I think each thing that we are doing, even the flood mapping
modernization plan, will help save disaster costs. Even if we can
start addressing the repetitive flood losses, that will not only save
funds in the Flood Insurance Program, but it is going to save dis-
aster dollars. Even though claims are paid from the flood insurance
program, there is still a need for the temporary housing program
as part of the disaster response. So, all of those things will help
save us money in the disaster program.

Senator BOND. Did you say when the 80 percent replacement
value would be published? Is that the one in April?

Mr. WrTT. We are hoping to publish in April.
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DISASTER CRITERIA

Senator BOND. The disaster criteria. FEMA proposed the rule de-
scribing the factors and we need these criteria to be established
and on the record. The Stafford Act says that Federal assistance
is to be provided following an event which overwhelms State and
local capability to respond, but it has not been formally defined.

I am concerned the proposed rule does not go far enough. For ex-
ample, the $1 per capita threshold has been in use for the past sev-
eral years. No adjustment for inflation. It does not reflect a State’s
economic health or ability to raise public revenues. Why not?

Mr. WiTT. Well, I think it is a step in the right direction to work
with the States in coming to a single disaster declaration criteria
with an annual adjustment on the %1 per capita based on CPI and
also putting in a minimum of $1 million. $1 per capita for even the
State of Arkansas, which is 2% million people or almost 3 million,
would require at least a $3 million disaster in order to qualify. For
California, over a $30 million disaster would have to happen before
we could even look at declaring a Federal disaster.

And by adjusting the per capita threshold each year, plus the
cost share adjustments that we are making moves us in the right
direction and with the support of the States. I think it is a good
step.

Senator BOND. Do you think there will be fewer disaster declara-
tions as a result of that? Will it cut down on the number?

Mr. WITT. Very possibly, yes, sir.

Senator BOND. How does FEMA determine the amount of insur-
ance coverage that should have been in force as required by law
and regulation at the time of disaster? I do not believe that you
currently have such information, and how will you get it before
issuing a final rule?

Mr. Witt. We are working on that now, and we will be happy
to provide it to you, Mr. Chairman, as soon as we get it compiled.

STAFFORD ACT AMENDMENTS

Senator BOND. Very briefly, on the proposed Stafford Act legisla-
tion, I gather that has been reported out of OMB now. I am advised
by staff I was incorrect.

Mr. WITT. Yes.

Senator BOND. Can you give us a preview just of the key items,
how much money they would save, and why you dropped out some
of the red hot and ready items in the July 1997 package, such as
the requirements that private nonprofits first seek SBA loans?

Mr. WrITT. Basically what we are trying to do with the insurance
on public buildings covers the private nonprofits, as well as public
structures, which I think will help make a difference.

The amendments that we are going forward with hopefully will
be incorporated into those introduced by the House and Senate as
well. I do not have the legislation with me.

Senator BOND. What kind of cost savings do you expect?

Mr. WITT. I do not have the total, Senator.

Senator BOND. Well, let me give you a little heads up. Last year,
to be quite honest about it, we moved forward with some things
that would spend some more money in hazard mitigation and do
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some things that were very good. When I asked my colleagues who
were supporting the legislation where the savings were, they said,
well, we are spending more money. And I said, as you and I would
say in Arkansas and Missouri, that dog will not hunt.

For me to remove my objection to any reforms in this area, I
want to see savings, and I will be happy and join with you in sup-
porting a bill that makes demonstrable savings. Just spending
more money is not going to get it. So, we look forward to working
together. I know we have got a lot of people who are interested in
it, but my bottom line is how much savings are you going to show
us.

Mr. WITT. It is ours as well, Mr. Chairman. I think with your
support and the committee’s support that we have come a long
way. It is not saying that we do not have further to go.

Senator BOND. Yes.

Mr. WITT. But we are working very hard on it.

Senator BOND. I am just telling you what I am looking for.

Senator Mikulski, I turn to you for the wrap-up and the exit
question or questions, as described by some of our friends in the
talk show business.

PROFESSIONAL EMERGENCY MANAGERS

Senator MIKULSKI. Thank you, Mr. Chairman. Just a comment
and then a question.

In 1988 when I became the chair of the subcommittee, the Cold
War was drawing to a close. I wanted to bring down the fire wall
between our response to the American people and a civil defense
function because it had been so eaten up. Now it is so ironic that
the two are melding because we are now threatened by weapons of
mass destruction, perhaps nuclear, but more likely other types of
disruption and security threat.

That takes me to not putting walls back, but I think one of the
things that I strive with in working with you, sir, was I believe
that emergency management is a profession. It is a profession like
being in the military. It is like being a physician and so on.

One of the concerns that I had in looking at States was some had
professional administrators like you in Arkansas and others were,
quite frankly, patronage driven. There was always Louie who had
helped in the campaign. Let us give him something. Now we are
not going to go back to putting up a wall, but I never wanted to
see local administrators patronage driven and really to honor the
whole concept that this is a profession.

Could you tell us, as my concluding question, because it is part
of the institutionalization of our reforms, what you want to do to
professionalize this and, therefore, it can be acknowledged both in
service and in benefits, et cetera?

Mr. WITT. Senator Mikulski and Mr. Chairman, since 1993 we
have worked with State and local emergency responders to become
more professional in what we do, and to be able to respond to do
a better job. We have assessed their capabilities and have identi-
fied the weaknesses. We have tried to address those, but now is the
time to move forward for the future. We have sat down with
NEMA.

Senator MIKULSKI. Can you say what NEMA is?
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Mr. Witt. NEMA is the National Emergency Management Asso-
ciation.

I can say that NEMA and the local emergency management asso-
ciations are far better now than they were 6 years ago.

Senator MIKULSKI. Absolutely.

Mr. WITT. And they have worked very hard. I am very proud of
them, but we need to go a step further. We need to professionalize
emergency management similar to fire services.

The National Emergency Management Association’s executive
board, the State directors, and I sat down. We talked about what
we needed to do in the future. We agreed that we need national
standards for emergency management at the State and local level.

We are working now to implement national standards for State
and local emergency managers based on the National Fire Protec-
tion Association standard 1600. So, I think it is going in the right
direction. We are working with them now and have already drafted
standards to implement. This will help to professionalize this area.

We have worked with universities. We have several universities
that now are offering college credit courses in the emergency man-
agement profession leading to a college degree. So, I think we are
almost there, but we have one more component to be addressed.

Senator MIKULSKI. Well, we look forward to the advice of the pro-
fessional association because they gave us a lot of guidance, as did
the national organizations of fire fighters during our reform proc-
ess. So, we look forward to this. We want to have professionals. We
do not want to have bureaucracies. We like the idea of training at
a collegiate level. We also think these are tremendous opportunities
through a community college level, particularly as people are re-
training and recycling themselves.

Mr. WITT. I agree.

Senator MIKULSKI. Thank you very much. I look forward to work-
ing with you on a prevention budget.

Mr. WITT. Thank you.

ADDITIONAL COMMITTEE QUESTIONS

Senator BOND. Thank you very much, Senator Mikulski. Thank
you, Director Witt. We do have a number of questions we have
asked you about, and we will be submitting more for the record.
We appreciate working with you and look forward to meeting the
challenge ahead of us.

Mr. WiTT. Thank you, Mr. Chairman.

[The following questions were not asked at the hearing, but were
submitted to the Agency for response subsequent to the hearing:]

QUESTIONS SUBMITTED BY SENATOR BOND
PRIORITIES

Question. FEMA has requested $83 million in increased expenditures over fiscal
year 1999, a 10 percent increase. Increases have been requested for additional staff,
the emergency food and shelter program, a new repetitive loss initiative, fire pro-
gram enhancements, and the list goes on. Given that the budgetary caps likely will
prevent us from funding all of these increases, please provide a specific ranking of
priorities.

Answer. The increases requested in 2000 related to salaries and expenses reflect
my first priority. It is absolutely necessary that FEMA have an adequate and well
trained workforce, capable of delivering all of our programs in the most efficient and
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effective manner possible. The establishment of the Pre-Disaster Mitigation Fund
and the request targeting repetitive loss structures under the Flood Mitigation Fund
are both investments in the future of this nation that will save money and help pre-
vent our citizens from becoming disaster victims. Therefore, I would place them
among our top budget priorities. Finally, the enhancement for Fire Prevention and
Training will allow FEMA to address many of the recommendations made by the
Blue Ribbon panel, which was convened to review our fire programs.

HUD “UNMET NEEDS” FUNDS

Question. FEMA asked each State with a declared disaster last year to submit a
list of its unmet needs in an effort to work with HUD to allocate emergency CDBG
funds. The list totals $2.3 billion. How would you characterize the lists sent in to
FEMA—are they “wish lists” for the everything the State wants that may be con-
nected to a disaster, or have they been analyzed and prioritized, and have cost-ben-
efit studies been conducted? If FEMA were provided with funding for “unmet needs”
how will FEMA’s process differ from how HUD allocated funds.

Answer. It is our experience that most States do prioritize the unmet needs lists
that they forward to FEMA. Often the lists are the product of the State’s own unmet
needs task force or hazard mitigation team that reviews requests from residents and
local communities and distributes available State and Federal assistance. Because
the unmet needs lists include early proposals, it is unlikely that the State has con-
ducted benefit-cost analyses on them. Generally, detailed analyses such as these are
done for the top priority projects once the State is certain how much funding is
available.

If FEMA had the responsibility for allocating unmet needs funding, our actions
would build upon the processes used in supplying data to HUD. Our first priority
would be to work closely with our customers at the State level to devise an equitable
distribution. We would actively seek the input of State emergency management and
community development agency officials regarding how to prioritize the needs re-
ported. FEMA has well established relationships with its State partners and has a
high degree of trust in their ability to identify key disaster needs.

DISASTER CRITERIA

Question. In January FEMA proposed a rule describing the factors it considers
when evaluating a governor’s request for a major disaster declaration. Criteria are
needed to depoliticize the declaration process, and to clarify what constitutes a fed-
eral disaster. Under the Stafford Act, federal assistance is to be provided following
an event which overwhelms state and local capability to respond. But this has never
been formally defined prior to this rulemaking.

I'm concerned the proposed rule does not go far enough. For example, the $1 per
capita threshold has been in use for the past several years, with no adjustment for
inflation, and does not reflect a state’s economic health or ability to raise public rev-
enues. Why?

There are problems in other areas, such as how FEMA will determine insurance
coverage that “should have been in force as required by law and regulation at the
time of the disaster.” FEMA currently does not have such information. How will
FEMA determine insurance coverage that should have been in place? Will FEMA
consider these and other concerns before issuing a final rule?

Answer. The National Emergency Management Association and the National Gov-
ernor’s Association have strongly objected to implementation of any criteria in regu-
lation that would limit the flexibility of the President or the governors in meeting
disaster needs. The evaluation factors that FEMA proposes would ensure that re-
quests for disaster assistance are evaluated fairly and consistently while preserving
Presidential discretion, and allow consideration of the unique circumstances of each
request.

In preparing the proposed rule, FEMA held extensive discussions with its State
partners and local government organizations to determine the best means of identi-
fying State capability, and ensuring that proposed declaration criteria encourage in-
surance and hazard mitigation. We found that there was no agreement on a simple
and equitable method to measure State capability. In the interest of clarity, sim-
plicity and practicality, we chose to continue the use of a per capita indicator as
a means of gauging the relative means of a State’s ability to handle a disaster—
but would adjust this indicator annually based on the Consumer Price Index. Even
this simple shift in approach met with resistance—a number of large population
States objected to the use of the $1 per capita indicator, while some small popu-
lation states objected to the minimum $1 million threshold proposed under the Pub-
lic Assistance Program.
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With respect to insurance, FEMA proposes to consider the amount of insurance
that should have been in force at the time of the disaster. Under the Stafford Act
we already have an insurance provision that requires the applicant to obtain and
maintain insurance for public buildings unless the Insurance Commissioner deter-
mines that the insurance is not reasonably available. FEMA requires flood insur-
ance on all buildings in identified flood hazard areas as a condition of receiving dis-
aster assistance. Under Section 406 of the Stafford Act, FEMA actually reduces the
disaster assistance by the amount of flood insurance that could have been pur-
chased, if the damaged facility is located in a special flood hazard area that has
been identified for more than one year. FEMA tracks insurance purchase require-
ments and could determine, for any given disaster, which applicants were required
to purchase insurance. Under a separate initiative FEMA is now in the process of
preparing a proposed rule that would strengthen and clarify these insurance pur-
chase requirements.

Question. FEMA recently submitted to the Congress legislation amending the
Stafford Act.

What are the key items in that legislative proposal that deal specifically with im-
proving the disaster relief program?

Answer. Pre-Disaster Mitigation.—Our legislative proposal creates a new Section
203 in the Stafford Act that authorizes the Director to establish a program for
States, local governments, and other entities for carrying out pre-disaster mitigation
activities that exhibit long-term, cost-effective benefits and substantially reduce the
risk of future damage from major disasters. This provision would give an explicit
statutory authorization and mandate for FEMA’s pre-disaster mitigation program.

Hazard Mitigation Contributions.—We ask that the Congress amend section
404(a) of the Stafford Act by changing maximum post-disaster hazard mitigation
contributions from 15 percent to 20 percent of aggregate amount of grants, applica-
ble to all major disasters declared after the date of enactment of the new legislation.
This provision would provide increased funding and emphasis on programs to reduce
future damages from natural disasters when the window of opportunity, usually fol-
lowing a disaster event, is open.

Insurance.—Our proposal would authorize the President to require by regulation
that States, communities or other applicants protect property through adequate
mitigation measures if the State’s insurance commissioner certifies that insurance
is not reasonably available. Under current law an applicant need not take any fur-
ther action to insure or mitigate the property against future damage if the State
insurance commissioner certifies that insurance is not reasonably available. When
insurance is unavailable, risks are frequently quite high. This provision would au-
thorize the President to require further action to reduce future potential damage to
the affected property.

Management Costs.—The legislation would define management costs and direct
the President to establish management cost reimbursement rates, subject to periodic
review for grantees and subgrantees receiving assistance under the Stafford Act.
The purpose of this provision is to simplify payment of management costs to States
and local governments, and to reduce the potential for duplication of payments for
administrative and other indirect costs under the current system.

Repair, Restoration, or Replacement of Public Facilities.—We also proposed to
amend and reorganize Section 406, which provides authority to the President to
make contributions to a State, local government, or person for the repair, restora-
tion, or replacement of public facilities or private nonprofit facilities. The legislation
would amend Section 206 to authorize reduction in the current minimum Federal
share of disaster assistance for facilities that had previously received significant dis-
aster assistance on multiple occasions. This provision would have particular applica-
bility to facilities, such as roads, for which insurance is not generally available.

The amendment would principally support FEMA’s reengineering of the Public
Assistance Program by allowing FEMA to provide assistance based on estimates of
repair costs. The President could determine actual cost to be eligible for assistance
notwithstanding the prior estimate where the actual cost is above 120 percent or
below 80 percent of the estimated cost.

Consolidation of Housing and Individual and Family Grant (IFG) Programs.—We
further propose to combine the Housing and Individual and Family Grant (IFG) Pro-
grams. As amended, this section would establish the type of assistance available for
housing, repairs, and construction, and would cap total assistance per individual or
household under the combined program at $25,000 per major disaster. In general,
applicants would apply insurance proceeds or apply for an SBA disaster loan before
applying for assistance under this provision. It would authorize the President to as-
sist some individuals by repairing their homes or allowing them to rent alternate
housing accommodations without applying for an SBA loan, and by providing finan-
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cial assistance for medical, dental, funeral, personal property, and transportation
expenses.

Consolidating the two programs would result in improved services for victims of
disasters. By working with only one program instead of two, eligible victims would
receive faster processing and face fewer administrative burdens during their time
of crisis.

Question. How much money would be saved annually in the disaster relief fund
if this legislation were enacted?

Answer. CBO estimated the Stafford Act amendments in H.R. 707 would result
in a $2 billion increase in outlays between 1999 and 2004. Of this estimate, CBO
projects that “most of the estimated increase in outlays—$1.3 billion of the five-year
total—would result from provisions that would accelerate spending from FEMA’s
disaster relief fund, but would not change total spending over the long term.”

Additionally, it is important to note that CBO’s estimates do not take into account
the savings to be achieved through pre-disaster and post disaster mitigation efforts.
It has been estimated that for every $1 spent on mitigation, $2 are saved.

We have not yet completed our analysis of annual savings in the Disaster Relief
Fund from this legislation. We are working to refine the projected savings. When
completed, we will forward this information to the Subcommittee.

Question. Why does the legislation not include all of the proposals submitted in
the July, 1997 package of amendments, such as the requirement that private non-
profits first seek SBA loans? Does FEMA continue to support the July 1997 pro-
posal, or has the agency reversed its position on any of these items?

Answer. We decided early in the drafting stage to propose a streamlined version
containing those features that we considered essential to mitigate damages and re-
duce the costs of disaster assistance. We eliminated certain provisions such as the
requirement that private nonprofits first seek SBA loans because these provisions
had failed to find significant sponsorship or other support in the last Congress. We
were concerned that the opposition generated by these provisions might unneces-
sarily delay, if not prevent, passage of these amendments. We continue to support
our July, 1997 proposal and have not reversed our position on any of the items in
tléatbproposal. We have merely modified our proposal for the pragmatic reasons stat-
ed above.

Y2K ISSUES

Question. According to a November FEMA survey of state emergency management
agencies, states are generally not aware of the status of emergency preparedness
and progress towards compliance at the local level. According to the FEMA survey,
“the 1ssue cited most often as a problem was the limited to total lack of specific Y2K
funding and availability of technical resources and staffing necessary to assess, test,
and validate systems and fixes.” The survey also found that most states have no
plans to assist or provide funding for local authorities to resolve Y2K issues.

What are the resource requirements for ensuring the emergency services sector
is prepared?

Answer. FEMA does not have a role in repairing the billions of bytes of publicly
and privately held computer code infected by the Y2K computer problem. However,
FEMA can respond to the physical consequences of Y2K disruptions if they con-
stitute a threat to lives, property, public health and safety pursuant to a Presi-
dential “Emergency Declaration.” More importantly, with respect to the Y2K phe-
nomenon, FEMA has embarked on an extensive “outreach” initiative that has direct
and indirect benefits to State and local emergency management and emergency
service agencies. The FEMA Y2K effort includes the development of contingency and
consequence management planning guidance, training for State and local emergency
managers, exercise support, consumer preparedness materials, senior leadership
seminars, regional workshops, Emergency Education Network broadcasts, and a
clearinghouse to exchange information and best practices.

Question. Will any funds be made available from the remaining emergency funds,
and if so, when?

Answer. FEMA is finalizing budget requests for the remainder of fiscal year (FY)
1999 and 2000 to complete ongoing Y2K contingency planning activities and to have
in place the operational capability at the Federal and State levels to monitor and,
if necessary, respond to emergencies during the year 2000 rollover period. The budg-
et requests will be submitted to the Office of Management and Budget before the
end of May.

Question. Is there adequate time remaining to identify and resolve Y2K problems
at the local level?
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Answer. Given the wide disparity of readiness in emergency services systems at
the county and municipal level, FEMA is increasing its outreach activities to these
local organizations. Through our regional offices, FEMA is working with State and
local emergency management and constituent organizations, as well as others, to
broaden and accelerate Y2K emergency preparedness at the local level. Even though
every system will not necessarily be fixed before January 1, 2000, it is not too late
to begin fixes and develop contingency and consequence management planning.

ANTI-TERRORISM

Question. FEMA is requesting $30.8 million for anti-terrorism activities, an in-
crease of $13 million over the current year. GAO has raised concerns in reports and
testimony in the last year about the federal government’s counterterrorism efforts.
GAO cited the need to develop risk assessments to target resources effectively and
set priorities. (See GAO/T-NSIAD-98-164). How has this concern been addressed?
Please discuss how other concerns and recommendations cited in this report have
been addressed, as they relate to FEMA’s role in counterterrorism. Can you give us
your assessment of the level of readiness at the state and local level for a possible
terrorist attack? The Missouri National Guard has one of the 10 full Rapid Assess-
ment and Initial Detection (RAID) teams. How does the National Guard tie into the
planning, training, and exercise activities for possible terrorism attacks?

Answer. Regarding risk assessments, Section 1404 of Public Law 105-261 pro-
vides that

“The Attorney General, in consultation with the Director of the Federal Bu-
reau of Investigation and representatives of appropriate Federal, State, and
local agencies, shall develop and test methodologies for assessing the threat
and risk of terrorist employment of weapons of mass destruction against
cities and other local areas. The results of the tests may be used to deter-
mine the training and equipment requirements under the program devel-
oped under section 1402 [the Nunn-Lugar-Domenici Domestic Preparedness
Program]. The methodologies required by this subsection shall be developed
using cities or local areas selected by the Attorney General, acting in con-
sultation with the Director of the Federal Bureau of Investigation and ap-
propriate representatives of Federal, State, and local agencies.”

The other concerns cited in GAO’s testimony are the need to improve coordination,
develop overall priorities and strategy, and measure results. FEMA is supporting
the Attorney General’s National Domestic Preparedness Office (NDPO). In accord-
ance with Presidential Decision Directive 62, FEMA also participates in the Na-
tional Security Council’s Weapons of Mass Destruction Preparedness, Consequence
Management, and Protection Group (WMDP) and certain subgroups. Through the
NDPO, FEMA expects to work with other departments and agencies to develop an
interagency strategy that builds on the Attorney General’s Five-Year Counter-
terrorism and Technology Crime Plan and includes performance measures. At the
same time, FEMA will continue working to refine and enhance the Capability As-
sessment for Readiness (CAR).

Readiness at the State and local levels varies from one jurisdiction to another,
and it varies in terms of particular components of readiness: plans, training, equip-
ment, exercises and evaluation. In the pilot State CAR report, States indicated that
plans and equipment for weapons of mass destruction terrorism were areas in need
of improvement. FEMA’s request calls for additional funding for State and local
planning; the Department of Justice is providing additional funding for State and
local equipment.

As a State asset, the National Guard ties into terrorism preparedness activities
as a State’s Governor sees fit. Certainly the National Guard is a resource not to be
overlooked. It provides valuable support in all kinds of disasters—for example, in
the areas of transportation and security. On a national level, the National Guard
Bureau is completing a study mandated by Congress last year to determine how it
can support terrorism preparedness within the existing framework of Federal, State,
and local department and agency authorities and responsibilities. First responders
have stressed that expansion of National Guard activities in terrorism preparedness
should complement—rather than duplicate—existing systems for emergency pre-
paredness and response, and that attention to National Guard resource requests not
detract from resource needs of local responders. FEMA recognizes this as a legiti-
mate concern, and the draft National Guard study indicates awareness of this con-
cern. FEMA training courses are available to the National Guard; more than one-
third of the curriculum for RAID teams consists of National Fire Academy courses.
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FLOOD MAP MODERNIZATION INITIATIVE

Question. In his fiscal year 2000 budget, President Clinton requested authority to
assess a $15 transaction fee on all new mortgages and refinancings. Revenue from
this transaction fee, totaling nearly $312 million over 5 years, will be used to update
and improve the floodplain mapping system developed by FEMA. Among other
things, these floodplain maps help FEMA determine which properties are eligible
to participate in the National Flood Insurance Program. These floodplain maps have
been found to be inaccurate around the edges. Why has FEMA allowed these maps
to deteriorate to such a point where in some cases the maps indicate that properties
are within a floodplain when in fact they are outside of the floodplain, and vice
versa? FEMA has identified a $900 million requirement to update and modernize
its flood maps. Why do we have such a large backlog of outdated maps in this pro-
gram? Why are new funds needed to improve these maps, instead of a reallocation
of FEMA’s current funding to update the system?

This proposed $15 transaction fee will apply to all new mortgage originations and
refinancings, regardless of whether the property is in a floodplain or not. What is
FEMA'’s rationale to impose a tax on home ownership on properties that are not in
the floodplain? How will such homeowners benefit from improved floodplain maps?

Can you explain the rationale for this fee and describe how you have consulted
with the mortgage banking industry? If the fee is not enacted, what other ideas do
you have to address this very large requirement? What are the ramifications of not
addressing this need?

FEMA'’s proposal would generate about $58 million next year for flood mapping
activities. Under your proposal, how many years would it take to completely address
the need to update and modernize the maps?

Why is there such a large backlog, and why are new funds needed?

Answer. The deterioration in the map inventory results from resource levels that
have been inadequate to keep the map inventory up-to-date. The maps require up-
dating as a result of man-made or natural changes and/or because newer data and/
or improved study methods have become available. Also, many maps show flood-
prone areas that were analyzed using only approximate methods of analysis which
are not adequate for sound floodplain management. At present, FEMA is authorized
to spend for mapping only the money generated by the Federal Policy Fee and
through the sale of map products and services. FEMA could reconsider some of its
current activities, and reduce services provided to rechannel additional funding to
map modernization efforts. However, even with authority to do so, reallocating some
of FEMA’s current funding for map modernization would result in significant cuts
in other service areas.

Question. What is FEMA’s rationale for assessing a fee on properties that are not
in the floodplain? How will homeowners of such property benefit from improved
floodplain maps?

Answer. There is already a mortgage transaction fee that applies to all properties,
whether or not they are located in the floodplain. Each mortgage transaction re-
quires a flood map determination by the lender. Currently, a fee of about $25 is
charged to the borrower for this determination. The fee goes to the lender and/or
the contractor employed by the lender to provide the determination based on
FEMA'’s maps; despite this, the NFIP gets no portion of this revenue. It is expected
that the cost of the flood map determination reviews will decrease as a result of map
modernization because digital flood maps will decrease the business costs of per-
forming the reviews. Consequently, the overall increase in the cost of a mortgage
from the proposed flood map mortgage transaction fee should be less than $15.

A mortgage transaction fee is equitable because it is tied to real property. Each
of the approximately 11 million mortgages transacted each year and every building
permit issued by a community requires the use of the maps. The maps are used dur-
ing the mortgage transaction process by lenders, flood map determination firms,
property owners, insurance companies and agents, and real estate professionals. All
homeowners will benefit from improved floodplain maps because new homes will be
elevated above the flood elevation or built to avoid the hazards altogether. More ac-
curate flood maps will also mean that there will be fewer instances where Letters
of Map Amendment, which require property surveys at the expense of the property
owner, are required to remove properties that are inadvertently shown in flood haz-
ard areas.

Question. Has FEMA consulted with the mortgage banking industry?

Answer. The mortgage banking industry, through its representation on the Coun-
cil, supports map modernization. We have had some interaction with the industry
regarding the fee and will continue to work with the banking industry.
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Question. If the fee is not enacted, what other ideas does FEMA have to address
this requirement?

Answer. FEMA has considered the following funding options for map moderniza-
tion:

Increase Federal Policy Fee.—One option is to increase the $30 Federal Policy Fee.
High fees required to recover the whole cost would be a disincentive to new policy-
holders and would leave the burden of flood mapping primarily on policyholders.
However, the use of fees to cover some of the long-term maintenance costs may be
appropriate.

Increase Fees on Sales of Map Products and Data.—Prices for products and data
sets could be increased to cover some of the costs of the mapping program. Cur-
rently, the prices cover only the direct cost of map printing and distribution. Some
increase in price appears to have justification and might be acceptable to customers.
However, even a large price increase would only result in minimal additional rev-
enue, and would be unpredictable as a principal source of funding for this initiative.
Also, significantly increasing prices for map products, such as digital files, would
likely result in few customers purchasing them from FEMA at the higher price and
then duplicating and selling the information to multiple other users at a lower price
to recoup their costs.

Increase Flood Insurance Rates.—Another option would increase the cost of flood
insurance to cover the incremental cost of map modernization. However, this option
leaves the burden of paying for flood maps on only a small portion of the bene-
ficiaries (approximately 4 million policyholders), and any increase will discourage
the purchase of new policies.

Annual Discretionary Appropriations.—Annual appropriations could be requested
each year to cover the map modernization costs from 2000 through 2006. Long-term
maintenance costs in 2007 and beyond would be covered by fee increases.

Long-Term Borrowing from NFIF.—The up-front costs of the program could be fi-
nanced by borrowing from the NFIF. The debt would be repaid with interest
through reduced losses and fees paid by program participants. However, fees of
some type would be needed to pay back the debt plus interest.

Non-Federal Cost Sharing.—State and local governments could provide some por-
tion of the costs based upon the value of floodplain mapping to other State and local
government activities. It would be difficult to obtain significant funding from the
relatively few States and communities with adequate resources. Further, it would
be a significant challenge to coordinate the funding levels appropriate for each enti-
ty. In addition, the States would view this as an unfunded mandate. This option
would provide only a portion of the required funds.

Question. What are the ramifications of not addressing this need?

Answer. Many of the proposed new mapping products and processes will gradually
be implemented even if full funding for map modernization is not made available.
However, the effect of these new products and processes will take longer to be real-
ized, meaning it will take much longer than the planned 7-year period to upgrade
the 100,000-map panel inventory for nearly 19,000 communities.

The failure to conduct the needed flood data updates and convert the mapping in-
ventory to a digital format would severely limit the potential of a modernized map-
ping program to dramatically reduce the loss of property. We project that the map
modernization will result in approximately $26 billion less property damage to new
residential and non-residential structures over a 50-year period than will result
under the current rate of remapping. If implementation of the plan is delayed one
year, we estimate that the long-term benefits to be achieved will be reduced by ap-
proximately $1.5 billion; a significant portion of these lost benefits will likely result
in increased Disaster Relief funding. Each year of delay in implementing the plan
will add approximately $19 million to the total cost for the plan.

Question. Under the proposal, how many years would it take to address com-
pletely the need to update and modernize the maps?

Answer. As planned, map modernization will take 7 years. However, the proposed
mortgage transaction fee represents only approximately one-half of what is needed
for map modernization. Thus, with the proposed fee but no other increased funding,
map modernization will take 14 to 16 years.

REPETITIVE LOSS PROPOSAL

Question. FEMA proposes $12 million to buyout, relocate, or elevate properties
that have had multiple claims to the Flood Insurance Fund, in thousands of cases
exceeding the home’s value. While this may be a prudent policy, it should be accom-
panied by administrative reforms to this program which seek more accountability
on the part of policyholders.
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Can you describe what plans you have to make administrative changes to the pro-
gram, and the specific time frame, and whether you believe that the repetitive loss
program should go forward only with such administrative changes?

Answer. FEMA, along with Members of Congress, is concerned about the cost to
the taxpayers for natural disasters. We are especially concerned about the individ-
uals who suffer repetitive losses in these disasters. To address theses concerns,
FEMA is interested in implementing improvements to the National Flood Insurance
Program (NFIP) to protect residents of communities, not penalize them.

FEMA is in the process now of looking at the NFIP’s statutory and regulatory au-
thority to facilitate a repetitive loss initiative using a common-sense approach,
which will help homeowners and business owners reduce their flood risks, and re-
duce the costs to taxpayers, while improving the stability of the NFIP by elimi-
nating reoccurring losses. FEMA looks forward to working closely with the Congress
in considering the proposals for this initiative.

FEMA will be targeting those properties that have suffered 4 or more losses and
those that have 2 or more losses where cumulative payments exceed the property
value. FEMA will provide a list of the target properties to each State. We will work
with State and local governments to develop grant applications that address the
flood problems facing those high-risk structures. Grants will be provided through
States to communities for elevation, acquisition, or relocation projects.

FEMA intends to administer the program in partnership with the State through
the Flood Mitigation Assistance (FMA) program, using a 75/25 cost-share. In this
way, FEMA will build upon the experience gained in working with communities in
previous mitigation projects. Hazard Mitigation Grant Program (HMGP) funds for
flood disasters may also be used to mitigate repetitive loss properties. The $12 mil-
lion appropriation will be exclusively targeted at high repetitive loss properties.
Most of the high repetitive loss properties are older structures, built prior to the
implementation of the NFIP, and their insurance rates are lower than actuarial
rates would be. FEMA is working to enable individuals to protect themselves by pro-
viding alternatives through voluntary buy-outs and elevation or floodproofing of
their homes.

If an insured property owner refuses FEMA’s offer to take action to make the
structure less flood prone, FEMA believes it is reasonable public policy to then only
provide insurance at a full-risk premium. The Agency is preparing to be able to
carry out this policy in fiscal year 2000.

FEMA believes that this administrative change should be part of the overall re-
petitive loss strategy. However, since the vast majority of property owners targeted
in these first mitigation efforts are expected to want to take mitigation action, the
repetitive loss program should go forward with or without such an initial change.

Question. How many projects would FEMA be able to target with these funds?
How rr)nuch money is needed to address all of the high-risk, repetitive loss prop-
erties?

Answer. FEMA has estimated that the average cost to mitigate a structure (com-
bining and averaging costs for acquisition and elevation) is $57,500. At a cost share
of 75/25, the Federal share would be $43,125 per structure. This would allow us to
mitigate approximately 270 of the highest risk repetitive loss structures.

FEMA estimates that mitigating these structures would result in an annual re-
duction of insurance payments of $9,600 per structure, for an overall annual savings
of $2.6 million per year for the $12 million initial investment. This one time appro-
priation would pay for itself within about seven years, by significantly reducing in-
surance claims on high repetitive loss properties.

An estimated $360 million would be required to mitigate losses to the 8,300 build-
ings that FEMA has targeted in addition to current programs.

Question. What requirements will there be for participants in the program?

Answer. FEMA believes that those who choose to locate in hazardous areas should
bear the risk involved with that decision. Most repetitive loss property owners are
paying flood insurance premiums at less than full-risk rates as is allowed for Pre-
FIRM properties. Thus, our strategy would be to renew the flood insurance only at
full-risk premiums if a property owner declines an offer of mitigation assistance. In
addition, the statutory authorities that limit disaster assistance where flood insur-
ance has not been maintained should be fully utilized.

Question. Will funds be used solely for repetitive loss properties which are insured
under the NFIP, or will the additional 41,000 non-insured properties which are re-
peatedly flooded also be targeted?

Answer. The $12 million appropriation will be primarily targeted at insured high
repetitive loss properties. The properties that at one time were insured repetitive
loss properties, but that are no longer insured, have dropped insurance for a variety
of reasons, not the least of which may be that mitigation actions have already re-
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solved the problems. FEMA believes that the requested funds should be primarily
targeted at currently insured problem properties as a priority.

Those properties that are still at risk, but not insured, remain eligible for assist-
ance through other mitigation programs including the Stafford Act Hazard Mitiga-
tion Grant Program (HMGP).

Question. FEMA estimates that $200 million is lost, on average each year, in the
NFIP owing to repetitive loss properties. What is the average annual cost estimate
in the disaster relief fund associated with repetitive loss properties (both insured
and uninsured)?

Answer. At this time, we do not know what the disaster relief costs are associated
with repetitive loss properties. Insurance claims payments (and not disaster assist-
ance or SBA loans) cover the costs related to insured repetitive loss properties.
There are costs to the Disaster Relief Fund associated with response services and
recovery assistance, however, they are difficult to isolate.

Some of the disaster-related considerations are as follows:

—Rental assistance may be required to temporarily house occupants of some
buildings while they are being repaired. The average rental assistance provided
by FEMA is under $3,000.

—There may be some costs associated with unmet needs, paid for by FEMA and
SBA grants, particularly for those who did not purchase insurance coverage for
the value of their home contents.

—Costs for Public Assistance to repair the infrastructure that services buildings
in repetitively flooded areas are incurred.

—Emergency response services are required for frequently impacted properties.

—Also, in the aftermath of an event, specialized recovery services produce added
expenses (including possible additional costs associated with increased demand
on building departments for permitting; cleanup of environmental contaminants
and household wastes; etc.).

It should be noted, however, that many of the repetitive losses do not occur during
declared disasters. For these losses, no disaster assistance would be provided, how-
ever they continue to produce added costs for local communities and property own-
ers.

Question. Is FEMA targeting repetitive loss properties within existing mitigation
programs and initiatives? Please explain.

Answer. Existing mitigation programs and initiatives are inter-related with the
Agency’s repetitive loss strategy. For example:

—In September 1998, FEMA issued a policy memorandum challenging States to
address repetitive loss buildings by focusing HMGP funding to activities that
serve to mitigate damages to these structures.

—In fiscal year 1999, the Flood Mitigation Assistance program guidance requires
States to evaluate projects in order of priority depending on how well they ad-
dress repetitive loss. The first priority is reducing the number of NFIP-insured
structures with 4 or more losses; the second is to reduce the number of insured
structures with 2 or more losses where cumulative payments have exceeded the
property value; the third priority is to reduce the number of insured structures
that have sustained substantial damage; and the fourth is to pursue other FMA
eligible activities.

—Project Impact communities are also focusing their attention on the issue of re-
petitive loss, and many have implemented programs to reduce their flood risk.

PROJECT IMPACT

Question. FEMA claims that the federal investment in the initial 7 pilot Project
Impact communities has leveraged $24 million in non-federal resources. Please pro-
vide a specific, detailed analysis of how you arrived at this figure.

Answer. FEMA solicited information from each of the pilot communities in order
to determine what non-FEMA funds were leveraged against the initial FEMA in-
vestment. This information included total contributions received by each pilot com-
munity, to include “in-kind” contributions, and what benefits were received from the
leveraged contributions. The communities were also asked to submit information on
how the leveraged funds were utilized.

Examples of some of the pilot community contribution highlights received are pro-
vided, as follows:

The City of Oakland, CA, has received in-kind contributions from over 50 corpora-
tions, utilities, private non-profit partners and local and State government partners.

The City of Pascagoula, MS, has committed more than $200,000 in fiscal year
1999 for drainage improvements, to include a $96,000 citywide project to clean and
reshape drainage channels to improve flows.
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Lowes, State Farm, and Wal-Mart donated over 100 smoke detectors that were
installed in the homes of elderly and low income families by ROTC cadets and Boy
Scouts during “Spring Break” in 1998.

Allegany County, MD, is matching funds with the Natural Resources Conserva-
tion Service to restore stream channels.

The State of Maryland is funding implementation of new Allegany County build-
ing codes.

The New Hanover County, NC, School Board passed a bond issue of $2,753,000
to accomplish retrofitting of individual school buildings pursuant to a mitigation en-
gineering study.

The City of Seattle leveraged numerous non-Federal partners including: Seafirst
and Washington Mutual Banks which reduced charges and profits and marketed
loan packages for mitigation; Puget Sound Energy which provided technical assist-
ance products to contractors and homeowners; and, the University of Washington
which provided technical assistance products to contractors and homeowners.

The State of North Carolina selected New Hanover/Wilmington as a “pilot commu-
nity” in the State’s Local Hazard Mitigation Planning Initiative and provided
$73,000 to assist the development of a multi-hazard mitigation plan.

Solutia, Inc. is donating “Keep Safe” windows valued at an estimated $25,000 for
a school in New Hanover County, NC. It is also donating storm resistant windows
for the Deerfield Beach, FL, Chamber of Commerce, valued at $25,000.

Fannie Mae and FEMA have established a partnership to offer special loans for
residential homeowners that will be dedicated solely to protecting America’s homes
from hurricanes, floods, earthquakes and other natural disasters. The loan program
will fund construction projects such as replacing roofing with fire-resistant mate-
rials, waterproofing the exterior walls of a home, and reinforcing the foundation of
a home.

The State of Florida designated Deerfield Beach/Broward County as a Florida
Showcase Community. This is an initiative for the development of disaster resistant,
sustainable communities, similar to and supportive of Project Impact. At least
$240,000 has been pledged by the State.

GrA molre detailed report is being prepared pursuant to a request of our Inspector
eneral.

Question. What are the lessons learned to date in this program? Have program
deficiencies been identified and corrected?

Answer. The single biggest lesson we learned is that for a community to become
disaster resistant it must include as broad a community base as possible, and find
ways to keep it a dynamic issue for its citizens. However, to help facilitate a commu-
nity-based initiative, there has been a cultural shift for the FEMA organization. Our
staff have had to rethink the Federal role relative to an initiative that is not a tradi-
tional grant program. We need to continue to expand our skill base to cover new
challenges such as community facilitation, encouraging peer mentoring between
communities, and motivating all sectors of society to accept responsibility for becom-
ing disaster resistant. We need to refine the administrative mechanisms for coordi-
nating Federal participation with locally driven decisions which may include non-
traditional applications like revolving funds for retrofitting structures. And we need
to do even more to integrate our efforts with other community-based initiatives at
the Federal and state level, which would complement Project Impact. We are ad-
dressing all of these areas, but they are issues which require institutional change
and additional staff resources.

Question. What are the outyear plans for this program? How many Project Impact
communities should there be in each state?

Answer. FEMA plans to leverage Federal resources in already-named commu-
nities, encourage more established communities to mentor newer ones, and help im-
prove State capability to promote disaster resistant communities.

Also, FEMA will work to incorporate risk reduction into the purview of many dis-
ciplines. For instance, urban planners do not typically factor natural hazards risk
reduction strategies into community development. School boards do not call for cur-
riculum on becoming disaster resistant as part of environmental studies programs.
Civic organizations do not think of mitigation activities as community service. The
economic development community does not factor overcoming vulnerability to nat-
ural disaster as part of their growth strategies. We see considerable effort in part-
nerships and education activities as a vital component to maintaining momentum
and expanding participation.

Rather than a fixed number, the amount of Project Impact communities in each
State will be driven by risks, local initiative, and the need for Federal support for
pre-disaster mitigation.
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Question. How will you assess the effectiveness in the long-term of the Project Im-
pact grants?

Answer. FEMA has found that mitigation is most effective when designed and im-
plemented at the local level. Unfortunately, in the past the greatest incentive for
a community to implement mitigation has typically been after a disaster. Therefore,
the Project Impact initiative was designed not only to help communities address cur-
rent natural hazard risks but to encourage the community to incorporate natural
hazard loss reduction as a continuing part of the community culture so that it be-
comes a sustainable activity. To assess the effectiveness of this strategy, FEMA is
implementing an evaluation process that will establish a baseline on the number
of structures and infrastructure at risk as well as the current level of mitigation
activity in the community at the time it begins the Project Impact process. For five
years the community’s progress will then be evaluated annually to determine the
reduction in the number of structures and the extent to which infrastructure is at
risk, increases in mitigation education and training activities in communities, and
activities to foster proactive business and/or government actions. The data collected
will be used to formulate changes as well as to demonstrate the success of strategy
implementation.

Question. How does Project Impact relate to the Institute for Business and Home
Safety’s Showcase Community Program? Why doesn’t FEMA adopt the IBHS’s eligi-
bility criteria and program structure that guides the Showcase Community Pro-
gram?

Answer. We have worked with the Institute for Business and Home Safety both
at the community level and at the National level. IBHS is involved directly in some
of the Project Impact communities. Director Witt has held several meetings with
IBHS staff to explore areas of cooperation. At the last meeting he requested IBHS
solicit support from the insurance industry to provide policy incentives for those per-
sons mitigating their structures and to solicit financial support for public education
measures.

With respect to the eligibility criteria, we are happy to report that IBHS has
adopted many of the Project Impact principles and features within their Showcase
community program.

Question. Do projects funded under the Project Impact initiative undergo any type
of analysis to determine if they are cost-effective? If so, please describe the ap-
proach. If not, how does the agency know that this funding is targeted to the
projects that provide the greatest amount of future cost savings?

Answer. The Project Impact grant is intended not only to address immediate com-
munity mitigation needs but also as a means for leveraging funding and resources
from other partners, and an incentive for becoming proactive about emergency man-
agement. Therefore, community Project Impact leaders have been given some discre-
tion on how the funds will be used. Specifically, this discretion allows the grant to
be used for training, education, and initiative administration activities, as well as
mitigation actions which lend themselves to cost-benefit analysis. When successfully
implemented, all of these activities can increase capability and the general public’s
knowledge of mitigation. A well-informed community can lead to important zoning
and/or bond issues that provide tremendous loss reduction benefits.

Nonetheless, evaluation methods have been developed. For more traditional
projects such as structural retrofits and buy-outs a cost-effective analysis will be
done. In addition, Project Impact communities will be evaluated each year for the
number of these types of projects implemented through their Project Impact effort.
For the more non-traditional projects as described above, data pertaining to these
elements will be collected annually to evaluate the effectiveness of these options in
the overall Project Impact effort.

HAZARD MITIGATION GRANT PROGRAM

Question.. Under the HMGP program, 15 percent of the total disaster relief assist-
ance spent on a disaster is made available for a state’s mitigation programs. GAO
has found that about 20—25 percent of HMGP grants that it looked at are not sub-
ject to benefit-cost analysis, so we cannot be confident that funds are going to those
projects which will provide the most protection against future disaster losses. Can
you explain the rationale for exempting such a large percentage of projects for ben-
efit-cost analysis?

Answer. The 20-25 percent figure mentioned in the question came from recent
Congressional testimony submitted by GAO. The report gives a correct explanation
of FEMA policy in this area, although the sample taken is not necessarily represent-
ative of the entire HMGP process.
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Benefit-cost analysis, while useful in many situations, cannot always be applied
easily to many projects. The nature and types of hazards, the fact that the return
on investment will not be entirely realized until the next disaster, and the necessity
of avoiding piecemeal approaches in applying mitigation approaches all justify vari-
ance from a singular usage of benefit-cost analysis.

Question. GAO mentions in its testimony that FEMA exempted four categories of
mitigation projects within the Hazard Mitigation Grant Program from benefit-cost
analysis. How does the Agency determine cost-effectiveness without using benefit-
cost analysis? Is any qualitative effort made to compare project costs with benefits?

Answer. The four categories mentioned in the GAO report refer to the following:
(1) tornado warning systems; (2) mitigation planning; (3) FEMA’s “5 percent” initia-
tive; and (4) substantially damaged structures in a regulatory floodway or flood-
plain. To address the Stafford Act cost effectiveness requirement, projects in the
first three categories must be supported by narrative analysis included with an
HMGP application. The fourth category of projects is expected to yield a high level
of benefits because the criteria for such projects ensure they protect structures at
extremely high risk. A more detailed discussion of each category is provided:

Tornado Warning Systems.—Rigorous economic analysis of warning systems is
problematic for two reasons. First, it is notoriously difficult to determine the prob-
ability of tornadoes—even the best estimates have considerable statistical uncer-
tainty. Second, it is also hard to predict whether people will take action when they
are warned, and how effective their actions will be in preventing injuries or damage.

Given that warning systems reach large geographic areas and give large numbers
of people the time and opportunity to protect themselves, a reasonable argument is
made that these are among the most cost-effective measures FEMA funds. The
Agency requires warning systems to be part of an overall risk reduction plan, there-
by enhancing their effectiveness. Risk reduction plans must have public education
components, designated shelters, and strategies for encouraging the construction of
safe rooms in new buildings.

Mitigation Planning.—Planning is relatively inexpensive, and has broad, long-
term positive results. It is somewhat analogous to building codes, in that if mitiga-
tion planning influences the way people behave, e.g., how buildings are constructed
or where people go in a tornado, there is a general improvement in life and property
safety. Here again, benefits are very difficult to quantify. Yet the best use of mitiga-
tion funds in other areas is compromised without effective planning. Local govern-
ments are particularly effective in applying these dollars in a way which maximizes
the effectiveness of the 404 grant. When the relatively low costs of such projects are
balanced against this, it is valid to conclude that the intent of cost effectiveness re-
quirements is met.

The “5 percent Initiative”—The “5 percent Initiative” relates to a FEMA policy
providing States with discretionary use of up to 5 percent of the HMGP funds avail-
able after disasters. The underlying premise for this policy is that since State and
local authorities are in the best position to understand local mitigation needs, some
leeway in project selection is desirable. Projects typically funded under this exemp-
tion include warning systems, planning, public education and mitigation tech-
nologies still under development. Very often, the issue of cost effectiveness prevents
such projects from being seriously considered because analysis is problematic.

Substantially Damaged Structures in a Regulatory Floodway or Floodplain.—
FEMA requires that participating communities in the National Flood Insurance Pro-
gram enforce a substantial damage provision. This provision requires individual
owners to elevate or relocate structures substantially damaged (more than 50 per-
cent of pre-event value) during disaster events. This has proven to be the most cost-
effective way of minimizing or eliminating flood damage. FEMA’s policy regarding
the acquisition of substantially damaged structures is based on 30 years of experi-
ence in the National Flood Insurance Program that mitigating structures meeting
the two criteria proves cost effective. In fact, the Agency is undertaking a manage-
ment audit of the policy and expects to have results within two months, which we
will share with GAO and the committee.

Question. Based on GAO’s testimony, FEMA is limited in its ability to dem-
onstrate that funding under its Hazard Mitigation Grant Program is targeted to
cost-effective projects because the agency categorically excludes certain types of
projects from benefit-cost analysis, including certain property acquisitions. The com-
mittee’s fiscal year 1999 report (Senate Report 105-216) directed FEMA to ensure
that all property acquisition projects it funded met stringent benefit-cost require-
ments. During fiscal year 1998, FEMA obligated $415 million under HMGP and a
sizable amount might have been obligated without going through a benefit cost
analysis. First, how much of the $415 million was obligated for property acquisi-
tions? Second, how much of the $415 million was obligated for relocating properties?
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Third, how much of the $415 million was obligated for elevating properties? Fourth,
how much of the $415 million was obligated for “50/50 planning” projects and for
what planning purposes were funds obligated?

Answer. FEMA made significant progress in obligating HMGP funds in fiscal year
1998. Of the $415 million obligated in fiscal year 1998, acquisition projects ac-
counted for nearly $81 million, relocations accounted for $3.2 million, elevations ac-
counted for nearly $11.5 million, and “50/50 planning” projects accounted for ap-
proximately $1.6 million. The planning projects were for local flood mitigation, wa-
tershed management, and local multi-hazard mitigation plans, and State mitigation
plan updates. The “560/50 planning” projects were part of a limited opportunity for
States to utilize funding from disasters prior to June 1993 that had a 50/50 cost-
share towards planning efforts.

Question. GAO has also raised concerns with respect to the states hazard mitiga-
tion plans, required by Section 409 of the Stafford Act. GAO found that state admin-
istrative plans often lack specific information such as the identification of individual
mitigation projects. Are you concerned that this requirement is treated as a
“boilerplate” exercise? Shouldn’t 409 plans be a serious guidepost for an effective,
prioritized allocation of HMGP dollars?

Answer. In the last year, FEMA has targeted the issue of effective State mitiga-
tion (409) planning as a top priority, creating a new Planning Branch in the FEMA
organization and developing new guidance for States. As a result of this effort, State
409 plans are becoming increasingly sophisticated as they realize the value of devel-
oping a framework featuring strategies for selecting post-disaster mitigation projects
and 1nitiatives in the pre-disaster timeframe. FEMA’s Mitigation Directorate has
produced guidance documents, courses, and workshops that provide strategies and
tools to assist States in establishing mitigation policies and priorities that make 409
planning an ongoing activity, rather than waiting until after a disaster declaration.

With improved 409 planning, the post-disaster identification and prioritization of
specific mitigation projects will take place more rapidly. This also results in projects
that have been more carefully and thoughtfully selected and designed. While there
is clearly room for States to improve their planning activities, the best State 409
plans are bringing about an effective, prioritized allocation of HMGP dollars.

Question. FEMA has made disaster mitigation a primary goal in its efforts to re-
duce the long-term costs of disasters. In previous testimony to this committee,
FEMA noted that, “every dollar we spend in the area of pre-disaster mitigation can
save $2 in future taxpayer dollars”, and that savings were “well documented”.
Would you provide this committee with copies of studies or other evidence or anal-
ysis that supports this statement?

Answer. This figure, originally cited in 1995 to describe the benefits FEMA ex-
pected to accrue from the flood prone property buyouts after the 1993 Midwest
floods, was an average of the expected savings FEMA estimated for projects ap-
proved under the Hazard Mitigation Grant Program (HMGP). A study conducted by
Iowa’s Emergency Management Division demonstrated significant benefits associ-
ated with mitigation measures taken after the 1993 floods in Iowa. Specifically, the
study reported, “55 projects have been funded for a total investment of
$47,372,324.94. The long term benefit of this investment in avoided future damages
is anticipated to be $101,440,205.42 (page 2 of The Benefit of Hazard Mitigation
Projects in Iowa).”

Since all HMGP projects must be cost-effective, an analysis of the expected sav-
ings versus the cost of a potential project is completed for all projects approved.
Generally, this analysis estimates the expected savings in the form of reduced dam-
ages over the life of the project, given the frequency and severity of the hazard at
that location. FEMA has greatly improved its capability to conduct such reviews in
the last few years through the development of benefit-cost analysis software and
training.

FEMA recently updated that analysis to include more recent project approvals.
This analysis shows an overall ratio of 2.54. This simply means that the expected
savings from a $1 HMGP investment are $2.54 over the life of an “average” mitiga-
tion project. This reflects a sampling of 1,334 HMGP projects approved between
February 1990 and September 1998. We still recommend use of the more conserv-
ative estimate of 2 to 1, however, to characterize the expected savings.

We are finalizing the report that reflects this analysis, and will make it available
as soon as it is completed.

Question. In response to this committee’s previous request for quantifying the ex-
tent to which mitigation reduces future disaster relief costs, you responded that you
planned to “initiate a study of the cost effectiveness of a broad spectrum of mitiga-
tion measures (such as the implementation of new building codes and acquisition/
relocation projects) before the end of fiscal year 1998”. What is the status of that
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study and what other evaluations are ongoing or planned to determine the cost sav-
ings achieved through disaster mitigation efforts, such as the Hazard Mitigation
Grant Program and Project Impact?

Answer. FEMA has undertaken several studies and actions designed to capture
i)r demonstrate the cost-effectiveness of mitigation measures. They include the fol-
owing:

NAS Study of the Costs of Disasters: FEMA funded a multi-year effort with the
National Academy of Sciences (NAS) to categorize the direct and indirect costs of
natural disasters in order to provide a better accounting of the losses that could be
avoided through mitigation actions. This study is nearly complete, and should be
available soon.

FEMA has completed two volumes on the “Costs and Benefits of Natural Hazards
Mitigation,” which outline the benefits of a wide variety of mitigation measures in
different geographic regions, and under different circumstances. A third volume is
currently under development as well, and should be available this summer.

The Mitigation Directorate recently completed a study of mitigation efforts in four
communities in Alabama and Georgia, and two other studies are underway. The
Alabama/Georgia study shows the economic results of mitigation projects in the
communities, using rigorous economic and engineering analysis. In all four commu-
nities, the results were positive—the projects generated more long-term economic
benefits than they cost initially. While this does not represent a nationally rep-
resentative sample, it does provide strong evidence of the cost-effectiveness of miti-
gation measures in reducing flood risks.

We continue our efforts to examine the Hazard Mitigation Grant Program
(HMGP) project database to learn the extent to which mitigation projects produce
savings. As noted in the answer above, this has demonstrated a benefit cost ratio
of 2.54 to 1.

We are conducting an in-depth review of how the substantial damage cost-effec-
tiveness policy is applied. The former study is intended to be a general look at the
economic benefits of funding a variety of mitigation projects nationwide. The study
is about half-complete, but the initial results are very positive. The substantial dam-
age policy study is discussed in the question below.

Question. In responding to questions for the fiscal year 1999 VA/HUD Appropria-
tions hearing before the House (p. 103), FEMA cited an example of elimination of
flood risk for high-risk properties. According to the example, FEMA conducted a sur-
vey that identified about 560 homes along Minnesota’s Red River that, “had signifi-
cant or substantial damage (the damage was categorized as greater than 40 per-
cent).” FEMA funded 555 of them for acquisition under HMGP at a total FEMA cost
of about $17.2 million. What were the benefit-cost results for these properties? An-
swer. The purpose of the survey mentioned above was to identify properties at high
risk for future flooding that might be good candidates for the State’s property acqui-
sition program. Under FEMA policy, a detailed benefit-cost analysis was not con-
ducted on these properties because they were substantially damaged. Currently, we
are completing a study of 370 of these properties to verify the benefit-cost ratios for
acquiring them. Question. (13g): FEMA is in the process of conducting studies to es-
tablish a valid basis for property acquisitions—possibly the most costly of the four
exemptions discussed in GAO’s testimony. A year has passed and millions of dollars
have been obligated since concerns were raised about the lack of analytical data
supporting the decision for this exemption. When will that evidence be provided,
and why has the exemption continued for the last year, without having the proof
that these projects are indeed cost-effective measures? How are you assuring that
these projects are cost effective?

Answer. FEMA has started the study, which is expected to take another two
months to complete. The study, which is designed to test the presumption that
structures meeting the criteria will be cost-effective, has the following elements:

—1It will initially focus on six communities in three States.

—Hundreds of structures acquired in the six communities will be subjected to rig-

orous benefit-cost analysis.

—The study will be carefully controlled so that results will be useful in estimating

benefits nationwide for sites similar to those in the study

FEMA believes this policy is sound because it targets structures at the highest
risk and that would be required to be elevated or relocated under NFIP standards.
Each structure included must meet specific criteria that indicate it is at high risk
and would be cost effective to purchase.

It is very significant and important to note that acquisition of substantially dam-
aged structures not only removes a building from a hazardous area, but it reduces
the expenses associated with disaster relief efforts. Such projects also provide an en-
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vironmental and social dividend in communities through the creation of open space
and unobstructed floodplain areas.

FIRE PROGRAM IMPROVEMENTS

Question. FEMA is requesting $45 million for fire prevention and training, an in-
crease of $13 million over current spending levels. This is largely in response to a
recent Blue Ribbon Panel Review of the fire program. The panel identified signifi-
cant problems in terms of leadership, resource management, and communication.
Does FEMA plan to implement each of the panel’s recommendations? Please provide
a description of FEMA’s plans for each recommendation. Will the funding FEMA
has requested be sufficient to meet the panel’s recommendations? What are the
highest priorities?

Answer. The development of USFA’s fiscal year 2000 budget request began in fis-
cal year 1998, prior to the establishment of the Blue Ribbon Panel. The Blue Ribbon
Panel was established to review the USFA programs and provide recommendations
on improvement, and rendered its report on October 1, 1998, after submission of the
initial fiscal year 2000 budget request.

In response to the 34 recommendations made in the Blue Ribbon Panel Report,
several changes have already been made. Many of the requested budget enhance-
ments for the USFA for fiscal year 2000 are similar to recommendations made by
the Blue Ribbon Panel. Although the budget request does not address every increase
the Panel recommended, the following requested increases reflect several of USFA’s
main program areas (the numbers in parentheses represent the corresponding rec-
ommendation number from the Blue Ribbon Panel report):

—Data Collection.—$1,881,668,and 2 positions to expand and increase fire inci-
dent reporting through NFIRS, focusing on data accuracy and timeliness (rec-
ommendation 7);

—Public Education and Awareness.—$1,631,666 and 2 positions to expand and in-
crease outreach efforts with special emphasis on community hazard assessment
and mitigation strategies in support of Project Impact and groups at greatest
risk from fire (#11 and 12);

—Research and Development.—$1,631,666 and 2 positions to conduct research
that addresses the Nation’s fire problem to support a basis for training and pub-
lic education efforts (#8, 9 and 10);

—Training.—$4,204,000 and 5 positions to expand and increase delivery of all
training programs at all levels and increase development of training materials
and curriculum (#14 and 15);

—$1,272,000 and 3 positions to update course materials and provide additional
deliveries in Counter-Terrorism (#21); and,

—$3,859,000 for capital improvements and to renovate and expand a building to
house the simulation lab and the Integrated Emergency Management Course
classrooms. The capital improvements include such things as roof replacement,
road repair, equipment and furniture replacement, space utilization renovations
on the NETC campus in support of student and user needs. The increase also
will support funding for travel (training related, pilot deliveries, site visits, com-
mittee meetings, etc.), employee training and other staff expenses such as a por-
tion of the utility expense and supplies.

FEMA has already made several other changes to implement the report’s rec-
ommendations. While some of these changes have been quickly implemented, others
are in the process of being implemented. These include (the numbers in parentheses
represent the corresponding recommendation number from the Blue Ribbon Panel
report):

—Chief Marinucci, who has over 21 years of fire protection service, 8 years of
which were gained as an elected official of the International Association of Fire
chiefs, and most recently as President of the International Association of Fire
Chiefs, has been appointed as a senior advisor to the Agency. He will develop
a plan to be implemented by FEMA to provide the appropriate leadership, man-
agement structure, program and training activities, and funding and staff re-
sources to put USFA on a more pro-active course to address the new and chal-
lenging issues facing the fire protection community in the 21st Century.

Chief Marinucci will be involved in a USFA and NFA management review,
the development of a plan for the future of USFA’s major programs, and USFA
funding and resource management plans and plans to assure closer integration
of fire issges into FEMA’s ongoing strategic planning process. (recommendations
1, 3,4 and 5)

—Increasing the U.S. Fire Administrator’s advocacy role, such as participation in
Presidentially declared disasters (#32);
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—Recommissioning America Burning (#34);

—Calling an annual meeting with the fire service organizations; the first of which
is to occur on August 2nd and 3rd in Emmitsburg, Maryland (#29); and,

—Signing a Memorandum of Understanding on Project Impact with the major fire
service leaders.

CONSOLIDATED GRANTS PROPOSAL

Question. FEMA proposes $142 million for a new consolidated emergency manage-
ment grant program for states. This represents an increase of about $12 million
over current spending for such activities, $8 million of which is devoted to anti-ter-
rorism activities. The consolidation is intended to streamline administrative proce-
dures and provide greater flexibility to states in the use of these funds. It would
allow states to target funds to their highest priority areas based on where the great-
est risks are. FEMA has already consolidated several state grant programs, and sev-
eral years ago launched a performance partnership grant. What’s new here? How
does this relate to the performance partnership concept? What is the status of per-
formance partnerships?

Performance partnerships are intended to provide flexibility to the states, in ex-
change for increased accountability. Has FEMA developed performance measures for
the states that clearly demonstrate accountability?

Please describe how FEMA has integrated risk information into the Performance
Partnership process and how FEMA has assisted state and local governments in
conducting hazard identification and risk assessment?

An internal task force recently was formed to determine how this new program
will work. Why is FEMA creating this Task Force only now—wasn’t this rec-
ommgnded in a 1994 OIG audit report? When will the task force make recommenda-
tions?

Answer. The Emergency Management Performance Grants (EMPG) will replace
the current cooperative agreement (CA) mechanism through which our non-disaster
funds to State emergency management agencies are provided. In 2000, FEMA will
continue the existing Performance Partnership Agreements (PPAs). The EMPG,
when fully implemented in 2001, will be a performance partnership grant based on
State readiness and capabilities. It will continue to provide greater flexibility to
States and allow them to target funds (with the exception of Terrorism) to their
highest priority areas. Under the PPA/CA, States have had limited flexibility with
the funds they received because each funding source retained unique requirements.
Also, the past structure of FEMA’s budget for these funds precluded flexibility be-
cause of the need to retain inherent reporting requirements.

The PPA approach has been successful; it has produced a new way of conducting
business between FEMA and our State partners. It marked the end of paternalism
in the FEMA/State relationships. While it did not result in an overnight partnership
of mutually agreed upon priorities and strategies for achieving objectives, it has
moved the relationships a long way toward that goal. Under the PPA/CA, States
could combine hazard-specific programs in order to develop multi-hazard strategies.
Because some mitigation techniques can result in increased risk of other hazards,
hazard mitigation has benefited significantly from these multi-hazard strategies.

Under the EMPG, this concept is developed further to allow States to combine
funds, strategically plan, and measure performance. (Funds provided through the
EMPG that are derived from Terrorism must be spent on terrorism-related activi-
ties.) As we implement the EMPG, we expect there will be far more recognition and
accommodation of the unique approaches States are taking to strategic planning.
Enhanced accountability will result as State organizations are allowed the flexibility
to incorporate their own approaches and criteria into performance agreements.
FEMA will hold the States accountable for meeting performance goals set jointly.

The increased flexibility provided to the States through the EMPG is intended to
enhance the professionalism of State and local emergency managers and build a de-
centralized capability for State and local preparedness and response. States will be
evaluated annually, and FEMA will develop remedial or corrective actions to ad-
dress critical weaknesses. In exchange for flexibility, FEMA will require account-
ability from the State and will achieve this by:

Partnering with the States:

—The task force is working with State representatives to develop program goals
and objectives that will serve as the basis for program guidance to ensure the
EMPG best meets the needs of FEMA and the States.

Negotiating with the States:

—As part of our partnership with the States, each EMPG will be individually ne-
gotiated to determine funding priorities and performance measures.
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—State-developed workplans will have to achieve FEMA, as well as State, objec-
tives.

—Workplans will have to describe goals and objectives, results and benefits ex-
pected, and quantifiable projections of the program and accomplishments to be
achieved and the performance measures to be used.

Requiring quarterly reporting:

—FEMA will require quarterly financial and performance progress reports.

—Technical assistance and monitoring will be provided throughout the year to en-
sure success of the EMPG.

—States will be required to submit final financial and performance reports that
link back to the workplans and performance measures that were negotiated.

A 1994 OIG audit report was issued on FEMA’s Comprehensive Cooperative
Agreements (CCAs), the predecessor to the PPA. Among the recommendations in
that report were:

—Assess hazards and risks;

—Degrelop integrated emergency management objectives and performance stand-

ards;

—Increase States’ flexibility by consolidating emergency management programs;

—DMove from a hazard-specific to a functional program structure; and

—Assess States’ capabilities to respond to disasters by conducting and evaluating
exercises and monitoring actual disaster response.

A task force was formed to implement changes to the CCA for 1995. Subsequently,
in 1996, the CCA was eliminated and replaced with the PPA/CA. Many of the OIG’s
recommendations were incorporated into the PPA/CA process, including consolida-
tion of certain programs; decentralization of non-disaster programs to Regions; and
devolvement of day-to-day grant management to States. FEMA Regions have spent
a substantial amount of time working with States to develop performance measures,
which are incorporated into the PPAs. FEMA has also been developing systems for
risk assessment and capability assessment.

A recently issued follow-up to the initial OIG report (I-01-99, March 23, 1999)
supports our efforts to further consolidate PPA/CA funding streams and rec-
ommends the Chief Financial Officer continue to explore such consolidation. In addi-
tion, the report recommends that FEMA, in coordination with States, develop per-
formance measures that work towards the Federal goal of improving State emer-
gency management programs and that clearly demonstrate accountability by show-
ing how FEMA funding has improved the States’ emergency management capability.
We believe the EMPG process will do this.

The EMPG Task Force will continue the process begun four years ago. The Task
Force is working with State representatives to work through the issues related to
implementing the consolidated grant, such as formulating guidance and developing
baselines for performance measurement and methodologies for assessing overall
State capability and mitigation needs. Recommendations for a framework to address
accountability issues should be completed by early Summer.

NATIONAL FLOOD INSURANCE PROGRAM

Question. The National Flood Insurance Program’s outstanding borrowing has de-
creased from $917 million in June of 1997 to §$2Z million in December 1998. What
is driving the decrease in the program’s borrowing and do you expect this trend to
continue? What is your plan for repaying the current borrowing?

Answer. Since levels of flooding are the critical determinant in repaying the cur-
rent borrowing, it is not possible to determine with certainty when the repayment
will be complete. Through simulation modeling, FEMA has made some estimates of
the probability of repaying current borrowing over the next five year period. Based
on premium income alone, FEMA has a 16 to 27 percent probability of completely
repaying the amount borrowed from the Treasury at some point within the next five
fiscal years.

FEMA has submitted a report to Congress that outlines various alternative strat-
egies for repaying the borrowing. It includes a direct appropriation as one possible
option that Congress might consider. Based on premium income and an appropria-
tion or forgiveness of $400 million out of the current $800 million in outstanding
debt, FEMA has a 41 to 50 percent probability of complete repayment at some point
within the next five fiscal years.

FUNDING FOR PUERTO RICO

Question. According to a recent news article in the San Juan Star (2/19/99),
FEMA will be awarding Puerto Rico $190 million to build homes. Is this true?
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Under what authority is FEMA awarding funds for the building of homes? Please
explain what the “New Safe Home Program” is.

Answer. We understand the Government of Puerto Rico is in the process of devel-
oping a grant application for approximately $190 million in federal funding under
FEMA’s Hazard Mitigation Grant Program (HMGP). This project has not yet been
formally submitted to FEMA. FEMA will be assisting Puerto Rico over the next sev-
eral months to develop a grant project suitable for funding under the HMGP.

Based on our understanding, the “New Safe Home” program that Puerto Rico
plans to propose is intended to provide funding to ensure that residents whose
homes were destroyed during Hurricane Georges are re-housed in safe, disaster-re-
sistant housing. The proposal is likely to request HMGP funding to go toward the
mitigation elements of this larger re-development project. “New Safe Home” houses
will be located outside of flood hazard areas and will be designed to withstand both
wind and seismic loads. They will also be built in full compliance with the 1997
UBC building code recently adopted by the Government of Puerto Rico.

QUESTIONS SUBMITTED BY SENATOR BURNS

Question. We know that FEMA has been using the National Imaging and Map-
ping Agency (NIMA) to provide data from national systems for emergency response
and assessment. In your newly proposed effort to do detailed mapping of flood risk
areas, have you investigated using any mapping tools developed by NIMA or the
National Reconnaissance Office to assist in converting your data to a useful map-
ping format?

Answer. FEMA closely cooperates with NIMA. The laser terrain standard that has
been drafted and is currently going through final review was coordinated with
NIMA. Data developed under this performance based standard will meet the draft
Digital Terrain Elevation Data (DTED) standard used by NIMA, and will be easily
converted from Digital Elevation Model (DEM) format to DTED format using stand-
ard Geographic Information System (GIS) programs and tools. We are also keeping
NIMA informed of our technology applications and are assured by our NIMA part-
ners that they are keeping us abreast of their technology improvements.

STATE AND LOCAL ASSISTANCE (SLA) FUNDS

Question. This program was designed to be a 50/50 match between the federal
government and the states. There have been serious shortfalls in SLA funding and
this problem only seems to be getting worse. What is your proposal in order to keep
your promise and provide adequate funding, at the 50 percent level, for local emer-
gency management agencies? Montana is doing what it can to fund the shortfall,
but we’re having a tough time.

Answer. State and Local Assistance (SLA) has been one of several programs deliv-
ered under the auspices of FEMA’s Performance Partnership Agreements (PPAs)
that provide financial assistance to State and local governments. SLA has been pro-
vided in the past both with 100 percent Federal funding, and with a 50 percent Fed-
eral/50 percent State cost share. In accordance with Congressional direction in the
Conference Report on the 1996 appropriation and the House Report on the 1997 ap-
propriation, FEMA notified States that 1999 would be the last year 100 percent
Federal funds would be provided through the SLA program.

In 2000, funds previously provided to State emergency management agencies
under the PPA/CA will be provided through an Emergency Management Perform-
ance Grant (EMPG). Rather than receiving several separate annual funding alloca-
tions as is presently the case under the PPA/CA, each State will receive one aggre-
gated allocation under the EMPG. The annual allocation will be derived from the
programs contributing dollars to the grant. A composite cost share for the grant will
be calculated based on the cost share policies of the programs contributing funding
as well. The total EMPG request of $142 million assumes funds equal to the 1999
SLA-50 and SLA-100 levels ($105 million). Moreover, an additional $10 million is
requested for the EMPG that is attributed to the former SLA funding stream.

Question. What are your specific plans for improvements for Bioterrorism/Biowar-
fare precautions and response? Is additional funding needed in this area?

Answer. FEMA is working with the Federal Response Plan (FRP) agencies to de-
velop Time Phased Force Packages for different weapons of mass destruction (WMD)
scenarios, one of which is the use of a biological agent. Time Phased Force Packages
identify what resources are needed for a given scenario and in what order and time-
frame they need to be deployed for maximum effectiveness.

FEMA does not offer courses specific to bioterrorism. Some terrorism-related
courses developed by FEMA’s National Fire Academy and Emergency Management
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Institute (EMI) do include information on biological agents and associated pre-
cautions. As these courses are revised and new ones are developed, FEMA will in-
clude where appropriate information on new technologies and techniques—for exam-
ple, in the area of chemical and biological agent detection. This also holds true for
the first responder Job Aid for terrorism response that FEMA’s National Fire Acad-
emy plans to issue this year. Training provided by the EMI addresses various ter-
rorism preparedness and general emergency management issues applicable to all
types of disasters including bioterrorism. If the U.S. were unfortunate enough to
suffer a bioterrorism event, it could result in a public health emergency of major
proportions. Standard EMI emergency planning courses, for example, would be very
pertinent in helping local officials know how to plan for such an event.

FEMA stands by its request for fiscal year 2000. Before identifying any gaps that
FEMA can and should fill in this area in the outyears, FEMA will consider work
being done by the U.S. Army Soldier and Biological Chemical Command in its Bio-
logical Warfare Improved Response Process (in which FEMA participates), by the
Department of Health and Human Services in its initiatives for chemical and bio-
logical terrorism preparedness, and by the Department of Justice in its conduct of
a congressionally mandated needs assessment.

QUESTIONS SUBMITTED BY SENATOR STEVENS

Question. Thank you for convening the interagency task force to address the fish
disaster in Western Alaska. It led to the relief package that is helping Eskimos and
others survive the winter.

The Corps of Engineers built the Moose Creek dam upstream from North Pole,
Alaska. It resulted in downstream flooding of about 50 homes. The Fairbanks North
Star Borough is rezoning the area to prohibit new construction, but the remaining
homeowners are literally down the creek without a paddle. The local government
believes modification of some of the homes will prevent future flooding, and is seek-
ing funding to begin the work. Would you be willing to take a look at this issue
and let me know if there are any programs at FEMA that could help us correct this
problem, so we can prevent future flooding?

Answer. FEMA will be pleased to look into how Mitigation programs, particularly
the Hazard Mitigation Grant and Flood Mitigation Assistance Programs, may be
used to help address this flooding problem. In addition, we will work with the State
of Alaska and the local government to see if there are other sources of available
funding to help resolve this problem.

As you know, FEMA has been actively involved in dealing with this problem for
many years. The Chena Lakes Flood Control Project consists of the Moose Creek
Dam and floodway on the Chena River, a levee system along the Tanana River, and
an interior drainage network between the Chena and Tanana Rivers. The project
was built to protect people and property in and around Fairbanks from the flooding
of the Chena and Tanana Rivers. The purpose of the Flood Control Project is to re-
strict flows on the Chena River through Fairbanks to 12,000 cubic feet per second.
This is accomplished by closing the gates at the Chena River and impounding flood-
waters behind the embankment that was constructed between the Chena and
Tanana Rivers. When the impounded water exceeds the elevation of the floodway
sill at the Tanana River, water flows over the sill into the Tanana River. During
extended periods of impoundment behind the embankment, water enters the porous
medium below the embankment and flows through the ground, thereby increasing
the ground-water elevation downslope of the embankment. The elevated ground-
water level sometimes causes flooding in basements and crawl spaces and has dis-
rupted well and septic tanks.

Since 1992, investigations have been underway to find a feasible solution to miti-
gate the groundwater flooding problem resulting from impounding water behind the
embankment for extended periods. All major structural solutions investigated have
been found to be cost-prohibitive. The suggested solution proposed in a February,
1997, FEMA Report entitled, “Evaluation of Ground-Water Flooding Problems and
Mitigation Alternatives for the North Pole Area of Alaska,” is a combination of the
following non-structural and site specific mitigation measures:

—Implementation of land-use regulations such as were recently adopted by the
Fairbanks North Star Borough, to restrict building and construction practices
that increase the flood problem;

—Extension of flood insurance for ground-water flooding to all residents in the af-
fected area;

—Development of a Geographic Information System (GIS) to determine structures
at risk and to assist community officials in future land-use planning; and
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—Implementation of site-specific mitigation measures. Site specific mitigation
measures to affected structures could include floodproofing; relocation to higher
1grohlnd; demolition and replacement; and creating open space (such as park-
and.)

Question. The University of Alaska has informed me of a proposal in your fiscal
year 2000 budget request called Disaster Resistant Universities, and the need for
a federal matching fund to protect the nation’s research investment. Can you de-
scribe this program, and your idea for a federal fund for universities?

Answer. By proposing a Disaster Resistant Universities initiative, FEMA is re-
sponding to the concerns expressed by several university Presidents that their insti-
tutions are at risk of serious damage from natural disasters. We believe this initia-
tive will protect the nation’s investment in university research and education, pre-
serve the economic engine of communities when they most desperately need it—
after disasters—and reduce future Federal disaster assistance costs.

We will take the core ideas of Project Impact—public/private partnerships, local
control, and investments focused on “the bottom line”—and apply them to univer-
sities. In forming the program, we are also creating a partnership among the White
House Office of Science and Technology Policy, Federal research agencies and the
Department of Education. Their involvement, as well as the input of the Congress,
is critical to ensuring that the investments we protect reflect the nation’s research
and education priorities.

Currently, FEMA is investing in two initial efforts that are critical to making this
project a reality. The first is a study by several professors at the University of Cali-
fornia, Berkeley on the economic connections among universities, their surrounding
region, State and nation, and how disasters at universities affect these areas. Sec-
ondly, a team of university leaders from various States, including Alaska, Missouri,
West Virginia, Florida, and New York, will contribute to the development of meth-
ods that all universities can use to successfully assess and lessen their risks using
a combination of public and private resources. The work of these university leaders
over the next six months will result in a precisely defined Disaster Resistant Uni-
versities program.

The idea for a federal matching fund to do the mitigation work on campuses was
first proposed by universities last year. We believe that the appropriation of such
funds will achieve long-term savings, particularly at universities, where the human
and economic costs of disaster recovery are very high as compared to the costs of
pre-disaster mitigation. Because the purpose of this fund is to protect the large Fed-
eral investment in research and education, the cost of this research investment pro-
tection fund could be tied to the amount the federal government spends annually
on research at universities. A figure that has been discussed—$75 million—rep-
resents only one half of one percent of this yearly investment. Federal resources
alone cannot solve the problem, but should be used to leverage the support of other
university stakeholders. Thus I have made it clear that universities would have to
match any grant from this fund with State or private money. This should not be
difficult; Project Impact has shown us that Federal resources in this area will gen-
erate mitigation investments well beyond “match” requirements.

There are several criteria envisioned for participation in the DRU program. A uni-
versity would be eligible if they conduct substantial Federal research, if their stu-
dents receive large amounts of financial aid, and if the campus lies in an area likely
to see a natural disaster. Additionally, universities receiving funds would have to
demonstrate a commitment to mitigation in partnership with the private sector,
have conducted risk analyses, and have completed disaster response plans. The spe-
cific criteria for awards from this fund will be determined in consultation with the
Congress and Federal research agencies in order to ensure that Federal technical
and financial support is distributed broadly, in terms of geography, need, and type
of institution.

While the Federal and State governments and private sector have the greatest
stake in preserving their investments in higher education, the creation of a Disaster
Resistant Universities program is ultimately the responsibility of the universities at
risk of natural disasters. To make this program a success, leaders of these institu-
tions will have to assess the hazards facing their campuses, work with their neigh-
bors to mitigate those hazards, inform the Congress of the value of such a program,
and, most importantly, forge public-private partnerships with corporations and com-
munity groups.

Question. There are many sectors of society that are worthy recipients of federal
funds for this purpose. Why should we protect universities over elementary schools,
hospitals, or city halls?

Answer. There are many institutions, including those you mentioned, in need of
assistance. In fact, in 118 communities throughout the country, FEMA’s Project Im-
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pact is helping schools, hospitals, and city halls, as well as homes, farms and
churches, become disaster resistant.

This proposal responds specifically to the universities’ request for Federal leader-
ship because of their critical role in society, the taxpayer’s tremendous investment
in them, and the high cost of repairing campus facilities after a disaster. Univer-
sities are important not only because they educate our future leaders, but also be-
cause their research leads to innovations and industries which drive our economy
and enhance our quality of life. Additionally, universities are frequently the largest
employer and most significant cultural and recreational resource in their regions.

There is substantial Federal commitment to universities; this year it will be over
$65 billion for research and financial aid. If we look at just three universities for
which natural disasters are a significant concern, the University of Alaska, West
Virginia University, and Washington University in St. Louis, we see that last year
the Federal research and financial aid investments totaled over $330 million. When
natural disasters hit universities, they are very costly to rebuild. For example, in
the last five years, FEMA has spent hundreds of millions of dollars at Cal State
Northridge, Colorado State University, University of North Dakota and Syracuse
University, among others. In proposing this initiative, we hope to reduce these
human and economic costs at institutions that are critical to the communities that
surround them.

QUESTIONS SUBMITTED BY SENATOR MIKULSKI
ANTI-TERRORISM INITIATIVES/WEAPONS OF MASS DESTRUCTION

Question. How effective is the government’s inter-agency effort working in plan-
ning to prevent and respond to terrorist attacks? What is your assessment of the
working relationship between the agencies? Is there a “one stop shop” that state and
local governments can go to for answers regarding preparedness training and re-
sources for Weapons of Mass Destruction attack?

Answer. FEMA is the lead agency for Federal consequence management response.
The interagency Federal response planning community has established a strong,
productive, and lasting working relationship. The community has worked diligently
to ensure the appropriate consequence management response plans and related
guidance documents are published. For example, the Terrorism Incident Annex to
the Federal Response Plan (FRP), numerous special events plans like the Oper-
ational Supplement to the FRP for the North Atlantic Treaty Organization’s 50th
Anniversary Summit, and the Time Phased Force Packages (under development) are
documents that have been worked through the FRP community. FRP-related work-
ing groups such as the Catastrophic Disaster Response Group, the Emergency Sup-
port Functions Leaders Group, and the ad hoc Interagency Steering Group for the
development of the Time Phased Force Packages, as well as the Contingency Plan-
ning and Exercises Subgroup established under authority of Presidential Decision
Directive 62, all have been directly involved in development and coordination of
these documents.

Similar levels of cooperation have existed among departments and agencies in-
volved in terrorism preparedness programs. In the Interagency Work Group on Do-
mestic and International Counterterrorism Exercises, the Contingency Planning and
Exercises Subgroup, and the Multi-Agency Task Force on Nunn-Lugar-Domenici Ex-
ercises, FEMA and the other consequence management agencies work together with
the Federal Bureau of Investigation and the U.S. Army Soldiers and Biological
Chemical Command (SBCCOM) to design, plan, conduct, and evaluate a wide vari-
ety of emergency response exercises. FEMA also has actively supported training ef-
forts of the Departments of Defense and Justice.

The National Domestic Preparedness Office, proposed by the Attorney General, is
poised to become a “one stop shop” for State and local governments to obtain infor-
mation on preparedness programs and resources relating to terrorism involving
weapons of mass destruction.

Question. What is the status of FEMA’s work in training local communities? How
many cities/localities have received training? Who is being trained—first responders,
local trainers? What type of training has been provided?

Answer. FEMA has worked closely with the Departments of Defense and Justice
in their training efforts. In addition, FEMA offers a limited program of its own ter-
rorism-related training such as the Emergency Management Institute’s (EMI) Inte-
grated Emergency Management Course (IEMC): Consequences of Terrorism, Emer-
gency Response to a Terrorist or Criminal Event, and Senior Officials’ Workshop on
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Terliorism and the National Fire Academy’s Emergency Response to Terrorism cur-
riculum.

To date over 32,000 fire and emergency response personnel—trainers and end
users—have received the National Fire Academy’s (NFA) Emergency Response to
Terrorism training through FEMA and State channels; the same material has been
offered through the Department of Justice’s training program. Additional NFA
Emergency Response to Terrorism courses in incident management and in tactical
considerations for company officers, emergency medical services personnel, and haz-
ardous materials responders are being made available this year.

The IEMC: Consequences of Terrorism course has been delivered 16 times since
it was created in 1997: five times for specific communities and 11 times for audi-
ences comprised of emergency officials from a cross section of communities. The
training audiences for EMI’s terrorism-related training includes a broad range of
emergency responder and other public officials who have emergency management
responsibilities. The Senior Officials’ Workshop on Terrorism, for example, which
EMI developed in conjunction with the Department of Defense and an interagency
team, is specifically intended to train mayors and their cabinets regarding special
considerations for planning to deal with terrorist events involving weapons of mass
destruction.

FEMA terrorism-related courses are primarily classroom-based training, although
the culminating event of the IEMC: Consequences of Terrorism course is a major
tabletop exercise, and the other courses include exercises and some hands-on activi-
ties. FEMA has a distance learning capability through its satellite-based Emergency
Education Network (EENET), and makes some of its terrorism-related course mate-
rials available on the internet.

Question. What type of follow-up does FEMA do with localities after they have
been trained? Is any work done to ensure that the plan is one that is operational
and not just a paper plan stuck in an office cabinet?

Answer. FEMA’s National Fire Academy is in the process of obtaining long-term
feedback from students (and their supervisors) who have taken the Emergency Re-
sponse to Terrorism: Incident Management course. The National Fire Academy also
receives feedback on its courses through its Training Resource and Data Exchange
(TRADE) network.

FEMA is requesting additional funding in fiscal year 2000 for its exercise-based
courses. Courses such as the Integrated Emergency Management Course (IEMC)
with a terrorism scenario allow key officials from a community to come together,
simulate response using the community’s plans, and identify gaps in their plans and
procedures. FEMA is working with the Department of Justice to make this course
available at its Ft. McClellan facility. Communities that participate in FEMA’s
IEMC are required to submit a report after one year indicating how they have ap-
plied the lessons they learned as a result of their participation in this training
event.

FEMA is providing funding to States for State and local terrorism consequence
management planning and for exercises to test those plans. Exercises allow emer-
gency responders at all levels of government, as well as the private and volunteer
sectors, to test policies, plans, and procedures. In recent years, FEMA, other Federal
departments and agencies, and State and local governments have participated in a
wide variety of terrorism-related exercises including ILL WIND, ELLIPSE ALPHA/
GAUGED STRENGTH, KEYSTONE 2-98, ROCK ‘N’ ROLL, and WESTWIND 99.

Question. What is your assessment of local governments’ and first responders’ pre-
paredness to respond to terrorist attacks? What was the latest assessment of local
and state capabilities to respond to a terrorist attack? What types of criteria were
used to measure preparedness?

Answer. The level of preparedness varies across the country, and its varies among
the aspects of preparedness (planning, training, equipment, exercises/evaluation).
Certain local jurisdictions’ terrorism preparedness has benefited from increased Fed-
eral attention such as that provided by the Department of Defense’s Nunn-Lugar-
Domenici Domestic Preparedness Program, the Department of Justice’s training and
equipment initiatives, the Department of Health and Human Services’ Metropolitan
Medical Response System initiative, and the interagency and intergovernmental
planning involved in preparing for certain special events. Others are able to apply
lessons learned from other technological hazard programs, such as FEMA’s Chem-
ical Stockpile Emergency Preparedness Program (CSEPP) and the Radiological
Emergency Preparedness (REP) program. However, if the pilot State Capability As-
sessment for Readiness (CAR) report can be used as an indicator of local capability,
planning and equipment for weapons of mass destruction terrorism are areas in
need of improvement. After-action reports from some of the tabletop exercises con-
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ducted under the Nunn-Lugar-Domenici Domestic Preparedness Program provide
support for this conclusion.

FEMA'’s latest capability assessment was the pilot State CAR report of December
1997. The CAR asked States to assess:

—Equipment for nuclear, biological, and chemical (NBC) terrorism (e.g., develop-
ment of HAZMAT teams with sufficient equipment to respond to an NBC inci-
dent, availability of pharmaceuticals);

—NBC terrorism plans (e.g., coordination with Federal agencies, coordination
with private sector hospitals);

—NBC terrorism training (e.g., training HAZMAT and EMS responders to recog-
nize NBC incidents and respond safely).

FEMA is revising the CAR instrument to provide more detailed information.

Question. What is your assessment of the “unmet needs” at the local level in
terms of preparedness? What is FEMA’s role in helping localities and states meet
those unmet needs?

Answer. Since the level of preparedness varies around the country, so do “unmet
needs.” Assessments indicate that, in general, planning and equipment are two
areas in need of improvement. In addition, FEMA is working with States to ensure
that local jurisdictions not included in Defense and Justice initiatives are able to
obtain terrorism-related training.

While the Department of Justice is providing substantial funding for equipment,
FEMA'’s role under Presidential Decision Directive 39 is to ensure that State—and
by extension, local—plans and capabilities for terrorism consequence management
are adequate and tested. To that end, FEMA is providing funds to the States for
State and local planning and exercises. As noted above, FEMA is also working with
States—State fire training centers and State (emergency management) training offi-
cers—and providing grants to ensure that terrorism-related training is available to
emergency managers and responders in the “balance of the nation.”

Question. Are there any knowledge or equipment gaps for responding to terrorist
attacks at the state and local level that haven’t been filled? If so, which agencies
are working to fill them? What is FEMA’s role?

Answer. There are an estimated 1.3 million paid and volunteer fire service mem-
bers in the United States. To date, over 32,000 individuals have taken the National
Fire Academy’s Emergency Response to Terrorism training through FEMA and
State channels, and approximately 15,000 individuals have received Nunn-Lugar-
Domenici Domestic Preparedness Program training. Even allowing for other train-
ing efforts, this leaves a substantial gap. FEMA is supporting the training efforts
of the Departments of Defense and Justice, in addition to FEMA’s own training ef-
forts. FEMA'’s focus in training is to make training available to States and local ju-
risdictions not addressed by the Defense and Justice initiatives. Further, FEMA is
working with the Attorney General’s National Domestic Preparedness Office to im-
prove dissemination of information.

According to the State Capability Assessment for Readiness (CAR) report, plan-
ning and equipment for response to weapons of mass destruction (WMD) terrorism
are areas in need of improvement. FEMA is providing funds to States for State and
local planning (and for exercises to test those plans), while the Department of Jus-
tice is providing funding for responder equipment. FEMA has contributed to the Na-
1I:Jional Domestic Preparedness Office’s development of a Standardized Equipment

ist.

Question. How effective is the training that FEMA is providing if localities and
states don’t have the equipment they need?

Answer. Response to a suspected incident of nuclear, biological, or chemical ter-
rorist incident may require specialized equipment. Proper and skilled use of equip-
ment does require hands-on training with that equipment.

Much of the training FEMA provides is designed for officials at the policy and ex-
ecutive levels, and for planners. Corresponding equipment requirements for these
individuals are minimal. Yet training for these individuals may be effective if it
helps senior officials and emergency planners understand the potential scope and
consequences of a terrorist incident involving weapons of mass destruction (WMD)
and identify gaps in plans and procedures. Thorough emergency planning that in-
cludes the risk of terrorism is prudent practice. This planning does not require spe-
cialized equipment, although the actual response may.

Even for responders, training may be effective if it teaches a first responder to
recognize when he or she does not have the means to deal with an incident safely,
or when exotic equipment and “victim” decontamination are unnecessary or even
counterproductive.

Question. How far will the budget requested by FEMA for fiscal year 2000 allow
FEMA to go in providing training to the 157 largest cities and localities?
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Answer. None of the request is intended for training the 157 largest cities and
localities. Programs at the Departments of Defense and Justice provide for training
of these localities. FEMA will provide assistance to States for training; by working
with and through States, FEMA intends to help training reach the “balance of the
nation”—communities not otherwise served by the Defense and Justice training pro-
grams.

Question. What is being done to capitalize on the unique capabilities of agencies
such as the CDC to assist with response planning and preparedness training? How
involved is CDC with FEMA’s training to states and localities to ensure that local
public health officials can identify biological and chemical agents? Is attention being
given to the need to prepare for agents (microbes and bacteria) that may be devel-
oping immunity to the current standard ways of treating them?

Under the Federal Response Plan structure, the Department of Health and
Human Services (HHS) is the primary agency for Emergency Support Function
(ESF) 8, Health and Medical. Within HHS, the Office of Emergency Preparedness
is the “executive agent” for discharging HHS’ responsibilities as primary agency
under ESF 8 and coordinates extensively with other organizations of the U.S. Public
Health Service, including CDC. FEMA relies on this coordination within ESF 8 to
ensure that CDC contributions are incorporated in Federal response planning.

Terrorism-related training at the Emergency Management Institute has been de-
veloped in an interagency environment and in conjunction with various Federal de-
partments and agencies. HHS, of which CDC is a component, has been a key player
in such training development, as have the Environmental Protection Agency, the
Department of Energy, the Department of Justice, and the Department of Defense.

Under Public Law 105-277, CDC was appropriated sums for a variety of initia-
tives to, among other things, enhance technical capabilities to identify certain bio-
logical agents, better identify potential biological and chemical terrorism agents, de-
velop rapid toxic screening, strengthen State and local epidemiological and surveil-
lance capacity, provide for regional laboratories for detecting and measuring biologi-
cal and chemical agents, and establish a pharmaceutical and vaccine stockpile for
civilian populations.

Question. What public and media relations efforts will be implemented in the
event of an incident to mitigate widespread panic?

Answer. Widespread panic in any incident will only be mitigated if the public has
confidence in the government’s response. The effort must reflect that government,
at all levels, is working together to quickly respond to the incident. To achieve this,
the revised Terrorism Annex to the Federal Response Plan outlines the establish-
ment of a Joint Information Center (JIC) that will ensure a coordinated flow of in-
formation to the news media and public.

The JIC will: Include Public Information Officers from all key agencies and de-
partments; Provide media relations counsel for operational leadership; Organize and
conduct news briefings as often as needed; Maintain list of pre-designated subject
matter expert spokespersons; Gather information from all levels of government; De-
velop critical updates and fact sheets; Distribute information via not only print and
electronic news media but also Internet web sites, e-mail, and the Emergency Alert
System (EAS).

It is also important for first responders to communicate as quickly and accurately
as possible with the public. In some incidents, this will begin prior to the arrival
of Federal assets and the establishment of the JIC. The Rapid Response Information
System (RRIS) and special toll-free hotlines make critical information quickly avail-
able to first responders.

Emergency public information aspects of WMD incidents continue to be tested in
field and tabletop exercises. Exercises provide an important opportunity to build
critical interagency cooperation and ensure first responders understand their emer-
gency public information role.

UNITED STATES FIRE ADMINISTRATION (EMITTSBURG, MARYLAND)

Question. How do you think we arrived at the problems outlined in the Blue Rib-
bon Panel Review?

Answer. The USFA was required to implement level funding budgets since 1994,
which limited USFA’s ability to accomplish all goals as quickly as possible.

FEMA submitted an enhanced fiscal year 2000 budget that is directly linked to
our Government Performance and Results Act (GPRA) goals and objectives. Our en-
hanced fiscal year 2000 budget will provide for our efforts to more aggressively and
effectively launch an organized and coordinated attack on the unacceptable inci-
dents of fire and fire related deaths, injuries and property damage. The USFA budg-
et for fiscal year 2000 was submitted as part of the President’s budget at about the
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same time the Blue Ribbon Panel was commissioned to conduct their study. It is
not a mere coincidence that the USFA budget request for fiscal year 2000, which
began in fiscal year 1998, and the Blue Ribbon Panel Report rendered on October
1, 1998, both address the need for additional staff and funding resources.

In addition, we experienced a complete change in individuals in the three most
senior management positions that resulted in certain management difficulties which
we are working to address.

Question. What expectations do you have for the work to be done by the new Sen-
ior Advisor tasked to address improving the Fire Administration? Are there certain
criteria in place that will be used to judge whether his work has been effective?

Answer. As Senior Advisor, Chief Marinucci has been asked to develop a leader-
ship and business plan for improving USFA’s operations and implementing the Blue
Ribbon Panel report. The plan must provide the appropriate leadership, manage-
ment, and program structure to put USFA on a more pro-active course to address
the new and challenging issues facing the fire protection community in the 21st
Century.

Question. Are you committed to implementing the recommendations made in the
Blue Ribbon panel report?

Answer. Yes. By implementing many of the recommendations in the report and
requesting funds in the fiscal year 2000 budget which would allow implementation
of many more (see the answer to question 14 above for information about specific
recommendations), FEMA has quickly demonstrated a commitment to the spirit and
purpose of the Blue Ribbon panel.

Question. Do you plan to implement the recommendation to increase the role of
the USFA in FEMA? If so, how?

Answer. Yes. FEMA agrees strongly that the U.S. Fire Administration must be
a key player within FEMA and plan to continue to involve the USFA as a partner
with other Agency organizations. A most recent example was the signing of a Memo-
randum of Understanding with over twenty fire organizations to work with us on
Project Impact activities. Implementation of the recommendations that result from
Chief Marinucci’s management review and the successful implementation of USFA’s
performance standards will certainly go a long way toward strengthening and en-
hancing the USFA’s role within FEMA.

Question. Do you support the recommendation to expand the residential capacity
of the National Fire Academy by 110 rooms for students? Do you support a capital
construction project on site? If you do support a capital construction project on site,
how do you plan to find the resources?

Answer. The issue of the additional 110 rooms, plus all supporting facilities, for
NFA resident program students has been addressed in two recent reports to Con-
gress. There are a limited number of classrooms and limited funds for student sti-
pend reimbursements and contract instructor services. There are considerations that
are more restrictive to NFA than the lack of dormitory space. The U.S. Fire Admin-
istration does not have the necessary resources to support this multi-faceted con-
struction project on site at this point in time. FEMA would need additional re-
sources to accomplish such a project.

Question. Do you plan to change the reporting relationships among the USFA
leadership that the panel found to be problematic? If so, how?

Answer. We have created a new position at the USFA, Chief Operating Officer
(COO0), to oversee the day to day operations of the Fire Administration. As a Senior
Executive Service career appointment, the COO will serve as the primary advisor
to FEMA’s Director and the USFA Administrator on overall operations and manage-
ment of the USFA.

The COO will report directly to the Director of FEMA, thus freeing the U.S. Fire
Administrator to become a full time advocate for the fire services as recommended
by the Blue Ribbon Panel report.

Question. What are your plans to implement the recommendations to improve the
research and development efforts by making effective use of the capabilities in the
National Institute of Standards and Technology (NIST), Consumer Product Safety
Commission and other public and private sector organizations?

Answer. USFA initiated a new public effort to involve stakeholders from across
the Nation that have indicated interest in USFA’s research plans. NIST, CPSC, and
other public and private partners participated in the initial meeting.

Senior managers of NIST and USFA have discussed fire research and a basic
agreement has been reached to continue national level meetings such as that de-
scribed above. These open meetings will be hosted jointly by USFA and NIST. The
outcome of these meetings will be a National Fire Research Agenda that will iden-
tify research needs across numerous areas of interest.
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In the original legislation establishing USFA, Congress noted that USFA is in a
unique position as the point of contact for individuals in the fire safety community
to voice opinion about the needs of the fire safety community and fire safety of the
American citizen. USFA continues to serve in this capacity. As the Federal fire
focus, USFA utilizes NIST as one of its primary sources for conducting research
sponsored by USFA. USFA believes that with the modest enhancement proposed in
its fiscal year 2000 budget request, its fire research program will be revitalized.
Much of this revitalization will be directed through the research facilities of NIST,
CPSC and other public and private sector organizations.

Question. Do you plan to implement the recommendation to develop relationships
with minority owned corporations to co-develop fire prevention campaigns designed
specifically for at-risk groups? If so, how?

Answer. USFA has worked with and plans to continue to work with minority
firms to develop public fire safety educational materials directed toward at-risk tar-
get audiences.

lC:‘rilroups with which cooperative efforts have addressed the at-risk populations in-
clude:

—International Association of Black Professional Fire Fighters

—Women in the Fire Service

—Telemundo Hispanic Television Stations

—Homung Community Representatives

—Congress of National Black Churches.

In addition, USFA has worked with other groups addressing at risk audiences:

—American Red Cross

—National Volunteer Fire Council

—Safe Kids

—Sesame Street

—Coalition for a Safer America: Advertising Council, American Association of

School Administrators, American Trauma Society, Avrett Free & Ginsburg,
Congressional Fire Services Institute, Fleishman—Hillard, General Federation
of Women’s Clubs, International Association of Black Professional Fire Fighters,
International Association of Fire Chiefs, International Association of Fire Fight-
ers, National Association of Elementary School Principals, National Consumers
League, The National Parent Teacher Association, Consumer Product Safety
Commission

USFA considers these partnerships as a means to address at-risk groups. When
considering such partnerships, evaluation is made with regard to the knowledge and
abilities of the potential partner within the proposed activity. When potential part-
ners are identified or when partnerships are proposed, USFA seeks to maximize its
limited funds through joint funding of the proposed project between all partners.
USFA considers and evaluates all proposals to address fire related at-risk groups.

INSTITUTIONALIZING REFORMS

Question. What steps have you taken to institutionalize the steps necessary to
focus the agency on readiness, response and recovery?

What steps has FEMA taken to institutionalize this focus for states and local-
ities—to ensure they are “fit for duty?”

How often does FEMA do an assessment of local preparedness to respond to nat-
ural disasters?

What steps is FEMA taking to respond to the unmet needs states and localities
have in being “fit for duty?”

Answer. The current State Capability Assessment for Readiness (CAR) process in-
stitutionalizes the emergency management assessment at the State level. It also
serves as a model for development of local emergency management assessment in-
struments and processes. The CAR process was jointly developed in fiscal year 1996
by FEMA working in partnership with the National Emergency Management Asso-
ciation (NEMA), an organization of State emergency managers. The CAR assess-
ment process, which determines “fitness for duty” is structured around thirteen (13)
functional areas. These 13 functional areas are: Laws and Authorities; Hazard Iden-
tification and Risk Assessment; Hazard Management; Resource Management; Plan-
ning; Direction, Control and Coordination; Communications and Warning; Oper-
ations and Procedures; Logistics and Facilities; Training; Exercises; Public Edu-
cation and Information; and Finance and Administration.

All 56 States, Territories and Insular Areas completed a CAR assessment during
fiscal year 1997. A Report to the United States Senate Committee on Appropriations
was developed and submitted to the President and Congress in December 1997,
based on the results of the assessment process. The States were very supportive of
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the CAR assessment process. They used the results to identify deficiencies in pro-
grams and activities, and modify strategic plans and budgets in order to address
their needs and the needs of their localities. The results were also used in FEMA’s
Preparedness Partnerships and Agreement/Cooperative Agreement process.

Following issuance of the report, FEMA conducted Customer Feedback Workshops
in early 1998 throughout the nation with State and regional counterparts in attend-
ance. These workshops were designed to determine if the CAR was beneficial to
States and to identify needed enhancements to improve the process and assessment
instrument for the next scheduled assessment in the year 2000.

NEMA has requested the involvement of FEMA in the development of a local tem-
plate assessment instrument and process similar to the current CAR. States will
have the option to modify/customize the template for use in their localities. Some
States, for example Michigan, North Carolina, and Florida have already begun
using the CAR to assess the local governments’ emergency management prepared-
ness capabilities. The number of States conducting local assessments is expected to
irllcrease dramatically over the next review cycle with the issuance of the local tem-
plate.

Finally, the CAR assessment instrument and process will incorporate the emer-
gency management standards that are currently being developed under the auspices
of the National Fire Protection Association (NFPA). The CAR is also being designed
to serve as the assessment process supporting this standards and accreditation proc-
ess.

Question. What is the status of the Stafford Act reforms that are designed to re-
duce disaster relief costs?

Answer. FEMA is now in the process of preparing a report to Congress that out-
lines the following actions that we are taking to reduce disaster relief costs:

The Office of Financial Management has been working to reduce disaster costs in
three areas: (1) closing out old disasters; (2) implementing better monitoring of dis-
aster expenditures; and, (3) standardizing Agency policy on reimbursing State man-
agement costs.

The Response and Recovery Directorate is proposing to reduce disaster costs
through a number of initiatives: (1) publishing evaluation factors for major disasters
that would adjust the financial indicator annually for inflation; (2) raising the $64
threshold now used to recommend cost-share adjustments up to current dollars and
adjusting that indicator annually for inflation; (3) realizing administrative savings
through the new Public Assistance process; and, (4) clarifying and strengthening the
insurance purchase requirements under the Public Assistance Program.

Question. In response to questions for last years hearing record, the agency noted
that it had developed a series of 26 Essential Elements of Information (EEIs) that
is planned to use to judge the severity, magnitude, impact and procedures for con-
ducting a Preliminary Damage Assessment. What is the status of FEMA’s work in
reviewing the EEIs with other Federal departments and agencies that support
FEMA under the Emergency Response Plan?

Answer. FEMA established an interagency work group to review and validate the
existing Essential Elements of Information. Based upon this review, 25 EEIs were
retained and minor changes noted. The revised EEIs will be published in the up-
dated Federal Response Plan. In addition, the work group is developing baseline In-
formation Collection Plans for several disaster scenarios. The baseline plan for a
major hurricane is complete and work has been initiated on an earthquake informa-
tion collection plan.

Question. What criteria has FEMA institutionalized to determine: what role
FEMA will play in responding to a disaster; the extent of FEMA’s involvement;
what FEMA will pay for; and, whether FEMA will focus on rehabilitation, restora-
tion or re-engineering?

Answer. In the past six years FEMA has undertaken a number of initiatives to
institutionalize improvements in disaster response. Following are a few of the most
significant accomplishments:

Strengthening and improving the Federal Response Plan so that the Federal gov-
ernment has a single well-recognized and effective means of responding to disasters
and emergencies under the Stafford Act.

Creating a national Urban Search and Rescue capability that consists of 27 teams
throughout the nation, and that can be activated immediately in response to disas-
ters anywhere in the United States.

Improving our regulations, policies and guidance that clarify FEMA’s role, the role
of other Federal agencies, and the roles of State and local governments in respond-
ing to a disaster. This has been particularly effective in the Public Assistance Pro-
gram, where a “Policy Compendium” clearly outlines what FEMA considers eligible
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costs. This guidance is available both in booklet form and under FEMA’s web site
on the internet.

Developing and implementing a “New Public Assistance” program in concert with
our State and local partners that simplifies and streamlines delivery of the program,
and that keeps the end customer—the applicant—uppermost in our minds.

Improving our centralized teleregistration and processing capability so that we
can provide assistance to individuals through a toll-free number that is activated
immediately upon the declaration of a disaster. This centralized capability can pro-
vide assistance within just a matter of days, and includes a helpline to answer ap-
plicant questions and needs throughout the process.

PROJECT IMPACT/PRE-DISASTER MITIGATION

Question. What has been accomplished with Project Impact funds?

Answer. Project Impact funds have enabled community-based mitigation to be-
come a reality in an exciting way—it has reached people nation-wide. With Project
Impact funds, we have been able to add Federal leadership, support and investment
in a national momentum toward creating disaster-resistant communities. Previous
grant programs reached selected audiences for targeted purposes. Project Impact
motivates communities to change the way they deal with disasters. It encourages
communities to use the seed money provided as a tool to leverage additional funding
from public and private partners. As a result of Project Impact, interest in and
awareness of the need for pre-disaster mitigation has sparked an interest in commu-
nities which has resulted in 118 communities to date and over 600 community busi-
ness partners.

Question. How many localities have received Project Impact grants?

Answer. As of March 31, 1999, eighty-seven (87) localities have received Project
Impact grant funding. Fifty-seven (57) fiscal year 1997 and fiscal year 1998 local-
ities/communities received Project Impact grants totaling approximately $24,500,000
gnd thirty (30) fiscal year 1999 localities/communities received approximately

8,400,000.

The communities will be able to draw down on these obligated dollars as their
projects come to fruition. In addition, all of the Project Impact communities are uti-
lizing “in-kind” and cash contributions of non-Federal partners before and after
drawing on Federal funds.

Question. How much of the funding has actually been disbursed to the localities?

Answer. As localities/communities gear up for Project Impact (pre-disaster mitiga-
tion), they are initially using the leveraging of funds from businesses and other fed-
eral partners to accomplish many of their current projects.

Approximately $32,900,000 was available for spending by the localities/commu-
nities on or before March 31, 1999, it is up to the locality/community to request the
dollars needed for continuing operations. The funding mechanism is set-up so that
commur;ities can draw-down funds as needed (similar to writing a check on a bank
account).

Our theory of providing seed money seems to be working. Thus far, communities
are using leveraged dollars to accomplish their goals and projects.

Question. How much in non-Federal resources have been leveraged?

Answer. The 7 pilot communities have leveraged $5,757,000 in FEMA invested
grants into estimated partner contributions of $26,000,000. This works out to a 452
percent return of the original investment. Of the 26 fiscal year 1998 communities
which have signed Memorandums of Agreement (MOAs), 18 communities have re-
ported leveraging $9,000,000 in FEMA invested grants into estimated partner con-
tributions of %24,340,000. This works out to a 270 percent return of the original in-
vestment.

Question. How has FEMA measured the leveraging?

Answer. FEMA solicited leveraging information from each of the communities
with signed MOAs, to determine what non-FEMA funds were leveraged against the
initial FEMA investment. This information included total contributions received by
each community, to include “in-kind” contributions, and benefits received from the
leveraged contributions.

Question. What does FEMA do to ensure that local governments and businesses
are involved and fulfill their commitments? Does FEMA have an outreach effort it
conducts to get non-Project Impact local governments and businesses involved with
pre-disaster mitigation efforts?

Answer. Community partnerships are vital to developing and implementing the
initiative. Project Impact emphasizes community partnerships that include leaders
from businesses, volunteer organizations, educational entities, and government. The
local government is asked by FEMA to take the lead in convening and presiding
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over planning meetings. FEMA encourages the local government to include the
Chamber of Commerce as well as specific business representatives. FEMA also pro-
vides the names of other businesses that have participated elsewhere in the State
or Region.

One of the criteria suggested to the States for their selection of a Project Impact
community is to look toward those with good public-private partnership activities
in place. This is necessary because Project Impact is self-directed by the community.
It takes broad participation of community stakeholders to create consensus on ac-
tions that they need to take to make the community more disaster resistant. To
date, Project Impact communities have partnered with over 600 public and private
organizations.

Question. What is FEMA doing to streamline and speed up the environmental and
historic preservation impact reviews done by FEMA at the regional level?

Answer. A variety of steps have been taken to improve and speed National Envi-
ronmental Policy Act (NEPA) compliance reviews. Over the past several years
FEMA has:

—hired Environmental Officers for each Region to speed determinations;

—offered a newly developed NEPA course in all 10 FEMA regions, and included
State staff to better familiarize them with requirements of relevant statutes and
improve their skills in conducting such reviews. This has greatly increased ca-
pability to process projects at the Federal and State levels;

—published an expanded list of NEPA categorical exclusions. Use of these new
exclusions has significantly reduced the time required for environmental review
for approximately 50 percent of the projects submitted by States for HMGP
funding; and

—introduced the new “Managing State” concept for the management of Hazard
Mitigation Grant Program funds, which includes additional education activities
for State staff so that they can identify and assemble most of the environmental
and historic review documentation necessary to fund a project.

Question. What is FEMA doing to study the cost-effectiveness of Project Impact?
Is an analysis being done to study the reduced disaster cost incurred in Project Im-
pact communities after they have completed mitigation projects?

Answer. FEMA will be studying the cost-effectiveness of Project Impact by: (1) ap-
plying cost-benefit analysis to structural projects; (2) annual data collection and
evaluation of effectiveness of training, education, planning and administrative ac-
tivities which do not lend themselves to traditional cost-benefit analyses; and (3) be-
fore and after comparisons of conditions and expenditures in the pre- and post-dis-
aster environments in Project Impact communities.

In the past the greatest incentive for a community to implement mitigation has
typically been after a disaster. In order to change this trend and increase mitigation
activity as a proactive rather than reactive solution, the Project Impact initiative
was designed not only to help communities address current mitigation project needs
but to encourage the community to incorporate natural hazard loss reduction as a
continuing part of the community culture and activity. Therefore, the Project Impact
grant is intended not only as a means to address immediate community mitigation
needs but also as a way of leveraging funding and resources from other partners,
and an incentive for becoming proactive about emergency management. As a result,
community Project Impact leaders have been given some discretion on how the
funds will be used. Specifically, this discretion allows the grant to be used for train-
ing, education, and initiative-related administration activities that do not readily
lend themselves to a traditional cost-benefit analysis. However, when successfully
implemented these activities can increase capability and the general public’s knowl-
edge of mitigation. A well-informed community can lead to important zoning and/
or bond issues that provide tremendous loss reduction benefits.

To assess the effectiveness of this strategy, FEMA is also implementing an eval-
uation process that will establish a baseline on the number of structures and infra-
structure at risk as well as the current level of mitigation activity in the community
at the time it begins the Project Impact process. Then each year for the next five
years the community’s progress will be evaluated to determine the reduction in the
number of structures and the extent to which infrastructure is at risk, increases in
mitigation education and training activities in communities, and activities to foster
proactive business and/or government actions. The data collected will be used to
make necessary policy changes as well as to demonstrate the success of strategy im-
plementation.
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EMERGENCY FOOD AND SHELTER PROGRAM

Question. What is your assessment of the EFSP program’s effectiveness of meet-
ing compelling human needs? What criteria are used to determine the effectiveness
of the program?

Answer. FEMA’s assessment of the effectiveness of the program is based on the
number of meals and nights of shelter provided each year. These numbers equate
to millions of people who were hungry or having to sleep on the streets, being fed
and sheltered indoors. It has also helped hundreds of thousands of the working poor
with rent, mortgage and utility payments to prevent evictions, which could lead to
homelessness. Providing individuals and families, young and old, with these basic
necessities of life substantiates the effectiveness of the program.

Periodically, surveys of EFS Local Boards and funded agencies are conducted to
get their insights on the program’s effectiveness. Data from the most recent survey
is being compiled. Preliminary information indicates that while the EFS Program
has been effective in helping to meet the food and shelter needs of many, the need
is still there. Agencies report an increase in the number of working families seeking
mass shelter, food and other emergency assistance.

Question. What standards/criteria are used to determine local needs?

Answer. The standards/criteria used to determine what the local needs are is
made at the local level by a Local Board. Each jurisdiction, (city/county) that is eligi-
ble to receive EFSP funding must constitute a Local Board. The Local Board, whose
members consist of a homeless or previously homeless person and representatives
from charitable, voluntary and local government organizations from within the com-
munity. The Local Board decides how the EFSP funds will be divided to meet the
unmet needs and what community organizations can best provide the services to
meet those needs.

Question. How involved are local governments in determining which local agencies
will receive local EFSP funding?

Answer. Each Local Board is required to have a representative from the local gov-
ernment. The local government representatives, in partnership with the other board
members, determine which agencies to fund. The purpose of the Local Board is to
ensure coordination of government and community resources that already exist. The
EFSP funds are used to supplement and expand all ongoing services.

Question. Has FEMA done an assessment of unmet local needs in terms of pro-
viding the types of services eligible for EFSP funding?

Answer. Yes. The EFSP program does periodic assessments/surveys of Local
Boards and funded agencies to determine what the local needs are, the effectiveness
of the EFS Program funds in meeting those needs, and what the unmet needs are.
Information is being compiled on the most recent survey that was conducted during
November 1998. Preliminary results indicate that the most significant unmet need
is in the area of rent, mortgage and/or utility assistance due to an increase in the
number of working families seeking assistance.

This has resulted in an increase in the number of families seeking overnight ac-
commodations in mass shelters.

Question. Do EFSP funds leverage any local or private funds?

Answer. Yes. Numerous resources are leveraged at the local level in the EFS Pro-
gram. Indeed, there are many in-kind resources leveraged in addition to facilities,
utilities, staffing provided by the agencies, such as administrative costs, private do-
nations from foundations, philanthropic organizations and other private donations.
Some communities also leverage other funding to provide additional resources for
expenditures not funded through this program. They include medical assistance, se-
curity deposits, and more than one month’s rent, mortgage or utility payments.
Many local grocers and restaurants also donate food and supplies, while hotels and
motels donate overnight accommodations free or at a greatly reduced cost.

Question. Does FEMA work with other agencies that provide funding for similar
services to coordinate delivery efforts at the local level?

Answer. Yes, it is imperative that the EFSP coordinate with other agencies since
the program is supplemental in nature. The EFSP program supplements the ongo-
ing efforts of agencies to provide shelter, food and supportive services. The coordina-
tion with other federal, state and local agencies are a must in order to ensure the
efficiency and effectiveness of the assistance to be provided. For instance, the US
Department of Agriculture provides canned goods and other staples of food to food
banks and pantries, while funds from the EFSP are used to purchase fresh vegeta-
bles. The EFSP program provides one month’s rental payment and local funds are
used to pay the security deposit.
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Y2K ISSUES

Question. Have you given any thought to the potential for problems associated
with Y2K (such as civil unrest or utilities malfunctioning)?

Answer. Based on the President’s Council for Year 2000 Conversion First Quar-
terly Summary of Assessment Information, it is anticipated that there will be no
major catastrophic impacts on public safety or health, or on key economic and infra-
structure functions in the U.S. during the transition from 1999 to the year 2000.
However, there may be numerous localized impacts of limited duration occurring si-
multaneously across the country. The Y2K conversion presents the emergency man-
agement community with a unique challenge. It is primarily a technological problem
with well-known solutions. Based on current assessments, Y2K need not result in
major disruptions. The all-hazards practices and techniques emergency managers
routinely use for other disasters and emergencies should well serve our nation in
planning for the potential consequences of Y2K conversion.

The Federal Response Plan (FRP) will serve as the foundation for coordinating
any Federal response to the consequences of Y2K disruptions. The FRP describes
the structure by which the Federal Government mobilizes emergency resources and
delivers disaster assistance. It is a proven framework for responding to hurricanes,
floods, earthquakes, and other disasters and emergencies that overwhelm State and
local governments.

With respect to civil unrest, each State has primary responsibility for law enforce-
ment, using State and local resources, including the National Guard. As such, the
FRP makes no provision for direct Federal support of law enforcement functions in
a disaster or emergency. In the event that State and local police forces are unable
to adequately respond to a civil disturbance or other serious law enforcement emer-
gency, a Governor may request Federal military assistance through the Attorney
General. Procedures for coordinating such law enforcement responses are set forth
in the Department of Defense Civil Disturbance Plan (Garden Plot).

With respect to utilities malfunctioning, the Department of Energy believes that
the electric grid is robust and stable and that any electric service problems that may
occur will be localized and quickly addressed. In addition, it is expected that inter-
ruptions of the telecommunications infrastructure (major interchange carriers and
primary local exchange carriers) will be minimal to nominal. In other utility areas,
large and medium systems are expected to be compliant; smaller systems may be
more problematic.

Question. Does FEMA have a readiness, response and recovery plan to deal with
any of the potential chaos that may occur in relation to Y2K? Is FEMA working
with other Federal agencies, state and local governments to develop these types of
plans?

Answer. Readiness.—FEMA has published, as part of its State and local outreach
activities, guidance entitled “Contingency and Consequence Management Planning
for Year 2000 Conversion: A Guide for State and Local Emergency Managers.” This
Guide is meant to assist States and local emergency management organizations in
preparing Y2K contingency and consequence management plans. It provides infor-
mation for identifying potential problems, conducting risk assessments, keeping the
emergency management organization operations, informing and assisting the public,
and developing and implementing Y2K consequence management plans. It is being
as widely disseminated as possible to the emergency management community in
hard copy and electronic format and has been posted on FEMA’s website. Emer-
gency Operations Plans, supplemented by the material suggested in this Guide,
should form an effective basis for Y2K contingency planning and consequence man-
agement for States and local governments. Training to supplement the Guide will
be available for State and local emergency managers.

Response and Recovery.—FEMA is developing a special Y2K Operational Supple-
ment to the Federal Response Plan as a prudent planning measure. The supplement
will augment the current planning approach in the Federal Response Plan and ad-
dress any unique circumstances associated with the unprecedented nature of the
Y2K phenomenon. It will assess the Y2K risk and possible impacts; set forth plan-
ning assumptions; describe Federal monitoring operations and early warning sys-
tems; establish an expanded information and reporting function to ensure expedi-
tious collection, analysis, and dissemination of situation assessments; and identify
any additional resource requirements.

MODERNIZING FEMA’S FLOOD HAZARD MAPPING PROGRAM

Question. How long will it take FEMA to update its maps without any additional
resources provided for the effort?
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Answer. Without additional resources, the existing backlog of outdated maps will
never be eliminated. It is estimated that 19 percent of the current inventory already
has outdated flood data, and approximately 4 percent of the 100,000-map panel in-
ventory deteriorates each year. Because of finite funding, FEMA is able to update
only 2 to 3 percent of the inventory a year.

Additionally, the majority of the inventory is in a manual format. The moderniza-
tion plan calls for a 5-year catch-up period during which 6 percent of the panels will
be updated to reflect current flood data each year. Approximately 16 percent of the
panels with adequate flood data but needing map maintenance and conversion to
a digital format will be updated each year for 5 years. After the backlog of outdated
maps is eliminated and the inventory is converted to digital format, adequate fund-
ll’ong k(labout twice present levels) must be provided to avoid accumulating another

acklog.

Question. How much does it cost the government to go with outdated maps?

Answer. It is estimated that the potential flood damages avoided over a 50-year
period as a result of FEMA’s map modernization plan will be approximately $26 bil-
lion more than would result at the current rate of mapping. If new floodplain map-
ping was stopped altogether, we project there would be an estimated $45 billion
more in damage than would occur under the modernization plan. A significant por-
tion of reduced losses will result in decreased Disaster Relief Funding.

Question. Who pays for the maps now and who benefits from the maps?

Answer. The NFIP mapping program is presently funded from two sources:

Federal Policy Fee.—A Federal Policy Fee of $30 is charged to each of the approxi-
mately 4 million flood insurance policies sold. This funding source accounts for 90
percent of the funding for the mapping program. The Federal Policy Fee also pays
for other activities, including floodplain management and flood mitigation assist-
ance, as well as administrative expenses for the program; and,

Fee Charge System.—Fees are charged for reviewing and processing map revision
requests, and for printing and distributing the maps and engineering back-up data.
The Fee Charge System accounts for approximately 10 percent of the funding for
the mapping program.

Although only a minority of taxpayers currently pay for the flood mapping pro-
gram, all taxpayers benefit. The general public benefits through reduced disaster re-
lief costs and reduced loss of life and property when floods occur. With the accurate
identification of existing flood hazards, new construction can be designed to avoid
the floodplain altogether or, at the least, minimize the potential flood loss by imple-
menting the minimum Federal floodplain management requirements. This benefits
all homeowners, business owners, the insurance industry, and other groups. Addi-
tionally, existing residences and businesses situated in the floodplain can be retro-
fitted or their contents relocated to minimize flood losses.

Question. What is the status of FEMA’s discussions with the housing industry and
advocacy groups regarding the proposed mortgage transaction fee?

Answer. The Coalition on Permitting Efficiency attended the recent (March 1-2,
1999) meeting of the Technical Mapping Advisory Council-a congressionally man-
dated advisory group representing various map user constituencies. This meeting
provided FEMA with the opportunity to consult the Coalition, which represents 24
different associations and industries, including the National Association of Realtors,
the National Association of Homebuilders, and the National League of Cities. In ad-
dition, FEMA has recently had conversations with the National Flood Determina-
tion Association.

Question. What is the status of FEMA’s Request for Proposals for new companies
to update maps (TEC Contracts)?

Answer. Solicitation EMW-1999-RP-0022, “Engineering Review and Revision of
Flood Insurance Maps” was printed in the February 23, 1999 issue of the Commerce
Business Daily (CBD) and was posted in CBDnet on February 19, 1999. All informa-
tion required by this solicitation was due to the Contracting Officer no later than
4:00 p.m. local time in Room 350, FEMA, 500 C Street, SW, Washington, D.C.
20472, on March 31, 1999. FEMA is currently reviewing the qualifications of the
offerers and anticipates announcing a selection by September 1, 1999.

Question. What criteria will be used to evaluate companies applying for the TEC
contracts?

Answer. Selection will be in conformance with the provisions of Public Law 92—
582 and based on the following criteria and evaluation points, in descending order
of importance (Total points = 180):

(1) Specialized, nationwide experience of firm and key personnel in hydrology, hy-
draulic)s, flood risk assessment and floodplain mapping for riverine environs (Max.
pts. 25).
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(2) Demonstrated experience using Geographic Information Systems, with empha-
sis on spatial data production, analysis, and creation of soft and hard copy flood haz-
ard and related products that are in accordance with relevant (i.e. FGDC, FEMA)
standards: (a) Experience and/or innovation in the area of automated hydrology, hy-
draulics and floodplain delineation (0-5pts.). (b) Experience in and/or capability to
produce digital and print-on-demand map products complete with metadata (0—
5pts.). (¢) Experience in effectively communicating and supporting local governments
and private citizens in issues related to spatial data information and technologies
used in hazard identification and risk assessment (0-5pts.). (d) Experience in suc-
cessfully evaluating spatial data (base cartography, imagery, etc.) from a variety of
sources for quality, completeness and accuracy and integrating them into a system-
atic process (system) to accomplish tasks related to this rating factor (0-5 pts.).
(Max. pts. 20).

(3) Demonstrated capacity to accomplish the work in the required time and ability
to direct, manage, and control the entire project. (Max. pts. 20).

(4) Past performance on contracts of comparable size with government agencies
and private industry in terms of: (a) cost control (0-5pts.), (b) quality of work (0—
5 pts.), (¢) compliance with performance schedules (0-5 pts.). Submittals must in-
clude references’ names, affiliations, and phone numbers (Max. pts. 15).

(5) Experience of firm and key personnel in the coordination of, public relations/
outreach involving, and facilitation of, technical issues with local officials, private
citizens, Federal and State entities, and private industry (Max. pts. 15).

(6) Experience of firm and key personnel demonstrating the capability to maintain
adequate product quality control of contracts of comparable size (Max. pts. 10).

(7) Specialized experience of firm and key personnel in flood risk assessment and
floodplain mapping of coastal environs, including analysis and mapping of coastal
and Great Lakes erosion zones (Max. pts. 10).

(8) Demonstrated ability to deliver timely and effective guidance and technical as-
sistance to both public and private sectors involved in various stages of maintenance
and production of flood hazard mapping (Max. pts. 10).

(9) Demonstrated ability to provide state-of-the-art technical guidance and advice
to transform existing methodologies and processes, and to keep pace with future
technological advancements (Max. pts. 10).

(10) Experience and knowledge in the development and maintenance of Internet
sites, including the distribution of spatial and text data via File Transfer Protocol
(FTP) and the World Wide Web (Max. pts. 10).

(11) Demonstrated experience in developing and applying new hydrologic, hydrau-
lic, and general engineering approaches to unique or specialized flood risk situations
(Max. pts. 10).

(12) Experience and/or capability in current remote sensing technologies (i.e.
LIDAR, IFSAR, GPS) used to develop high-resolution digital elevation models (Max.
pts. 5).

(13) Experience of firm and key personnel in manual cartographic production
(Max. pts. 5).

(14) Demonstrated capability in the identification and assessment of hazards and
risks associated with erosion, hurricanes, alluvial fans, earthquakes, tsunamis,
wind, and unsafe dams (Max. pts. 5).

(15) Experience of firm as a technical review contractor for Local, State, and Fed-
eral or other Architect-Engineering firms (Max. pts. 5).

(16) Experience and capability to design, build, maintain, and operate library re-
porting and storage systems for both manually and digitally produced spatial text
data, and the experience and capability to retrieve the data from these systems in
both hard copy and electronic format (Max. pts. 5).

Question. Does the Director believe that new and innovative approaches and tech-
nologies are needed in the current map modernization process?

Answer. The Director supports the new and innovative approaches and tech-
nologies that are a part of the modernization plan. We have already begun imple-
menting a number of these new approaches. For instance, we have re-engineered
the flood study process to include more up-front coordination with the community,
state, and other Federal agencies. This up-front coordination will involve working
with the community to identify all flood hazard data it has available, to learn of
any flood-related concerns and flooding problems, and to identify areas of antici-
pated development. In addition, FEMA will adopt a more aggressive public outreach
strategy to better inform the public of the risks of flood hazards and explain why
the maps change and why they are important.

Another example of an innovative approach that we are currently implementing
is the Cooperating Technical Communities (CTCs) program, which increases commu-
nity involvement. Specifically, the mapping modernization plan will proactively pur-
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sue strong Federal-state-regional-local partnerships through a variety of cooperative
programs. In recent years, many states, communities, and other local entities, at
their own expense, have invested considerable resources in identifying and updating
flood hazard information. The intent of the CTC program is to facilitate and cap-
italize on these state and local efforts and coordinate them with FEMA’s flood map-
ping efforts rather than having them simply occur on an ad-hoc basis. This will re-
sult in strengthened mapping and floodplain management programs and, thus,
should reduce flood losses and disaster assistance.

Another new approach supported by the Director involves partnerships between
FEMA and other Federal agencies. For instance, FEMA is establishing a partner-
ship with USGS for assistance in developing and maintaining base maps. FEMA is
also working with other Federal agencies that develop mapping, elevation data, and
flood studies. For instance, FEMA is establishing a partnership with NGS for assist-
ance in establishing and disseminating geodetic data. FEMA is also establishing a
partnership with the U.S. Fish and Wildlife Service for improved mapping of Coast-
al Barrier Resources System areas. In addition, FEMA’s new digital map products
will be compatible with Federal Geographic Data Committee standards and will
support implementation of the National Clearinghouse for Spatial Data and the Na-
tional Spatial Data Infrastructure. Finally, FEMA will work with NASA, the
USACE, and the NRCS to use state-of-the-art data collection and hazard identifica-
tion methodologies.

Finally, the Director believes technological advances will make a significant con-
tribution to the flood mapping program. Currently, we are evaluating LIDAR (Light
Detection and Ranging) and IFSAR (Interferometric Synthetic Aperture Radar) to
determine the costs and accuracy of these remote-sensing technologies. They hold
the potential for cost effectively performing flood modeling and mapping.

We are also exploring the use of automated GIS-based hydrologic and hydraulic
models integrated with digital watershed models and digital elevation models, which
may or may not be built from LIDAR/IFSAR and Global Positioning System ele-
vation data. GIS-based hydrologic and hydraulic analyses create “living” models that
are easy to revise as conditions change. They are also a powerful tool for commu-
nities to quickly evaluate the impacts of various watershed and floodplain develop-
ments.

Digital maps will allow us to distribute the maps via CD-ROM and on the Inter-
net. They will also enable print-on-demand technologies.

QUESTIONS SUBMITTED BY SENATOR LAUTENBERG

Question. 1 understand from churches, charities, and local governments that, be-
cause their resources are limited, they are having to turn people away who are hun-
gry and homeless. As you know, much of the funding for these programs comes di-
rectly from the federal Emergency Food and Shelter Program (EFSP). How do you
respond to this?

Answer. Many churches, charities and local governments (including the groups
mentioned above) which have had to turn people away are recipients of this supple-
mental program. The Emergency Food and Shelter (EFS) National Board Program
provides supplemental funding to over 10,000 nonprofit and local government agen-
cies who provide emergency financial and food assistance to people in need. The pre-
liminary results of a recent survey of EFS funded agencies indicates an increase in
the number of working families, elderly and unaccompanied children that are re-
questing food, rent and/or utility assistance. This increase has resulted in the deple-
tion of EFS program funds much earlier than in past years. As a result, individuals
and families are receiving reduced assistance and in some cases, turned away due
to lack of resources. Agencies are encouraged to coordinate their resources and refer
clients to other organizations that have resources. It is also hoped that the request
for additional funding for the EFS Program will help to decrease the number of peo-
ple turned away for food or shelter.

Question. The Administration has included an additional $25 million for EFSP in
its fiscal year 2000 budget. Do you have a sense of what this money could purchase
at the local level? Is this in your opinion, a good investment?

Answer. The increase of $25 million in the EFS Program budget will enable agen-
cies to provide approximately 6,653,968 additional meals, 964,309 additional nights
of shelter, and pay 89,427 additional rents and utility bills to assist with keeping
people sheltered in their homes.

Whenever we can help the most vulnerable citizens in our country, in my opinion,
it is a good investment. The saving of lives and helping people to gain a sense of
well-being by providing the basic necessities in life is a good and sound investment.
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While the EFS program has been successful in its goal of providing supplemental
emergency funding expeditiously and efficiently to local agencies, the need for emer-
gency food and shelter is still evident.

Question. Approximately what percentage of the administering agencies under
EFSP are religiously affiliated?

Answer. During the past two fiscal years, approximately 30 percent of the funded
agencies classified themselves as religiously affiliated. These organizations included,
but are not limited to Catholic Charities, Churches and Ministerial organizations,
Jewish Federations, The Salvation Army, and St. Vincent de Paul Societies.

Question. 1 understand that of all the programs that you administer, the EFSP
is one of the best. Is this correct?

Answer. While I am proud of the hard and caring work that all FEMA employees
provide to people during some of the most difficult times in their lives, the EFS pro-
gram does stand out as one of FEMA’s exemplary programs. This can be attributed
to the partnerships that have been forged at both the national and local levels with
charitable and voluntary organizations, homeless and hunger advocates and local
governments in the administration of the program.

Question. Can you describe who you are helping with the EFSP program?

Answer. The EFS program helps families and individuals, both working and un-
employed, who are hungry, homeless or who may be facing homelessness. This in-
cludes the elderly, children, veterans, Native Americans, the disabled, and persons
with mental illness.

Question. What are the administrative costs of the EFSP program? I understand
it is less than 4 percent. Is this correct?

Answer. While the authorization for the EFS program allows for a 5 percent ad-
ministrative allowance, only 3.5 percent has been appropriated since the McKinney
act authorization in 1985. This amount is divided among the organizations respon-
sible for the implementation of the program at the national, state, local, and agency
levels. Each recipient of these administrative allowances are judicious in their use
of the funds, with many choosing to put their allowance back into the program to
be used for direct services. Over the past several years, less than 3 percent has been
used for administrative costs.

QUESTION SUBMITTED BY SENATOR BYRD

Question. West Virginia University has indicated an interest in the Disaster Re-
sistant Universities initiative in the fiscal year 2000 budget request for the Federal
Emergency Management Agency. West Virginia University facilities, both directly
and indirectly, through its extension programs throughout the state, have been im-
pacted in the past by natural disasters. How do you believe that the Disaster Resist-
ant Universities program can help West Virginia University and the people of West
Virginia. Please elaborate for the record.

Answer. As you know, West Virginia University (WVU) contributes greatly to the
lives of West Virginians. Because of the vital role its’ regional campuses, extension
offices, agricultural, aquacultural, and health science facilities play in all 55 coun-
ties of West Virginia, WVU represents the best in American land grant universities.
A fully functioning WVU is critical to the economy, education, and quality of life
for the entire State.

Unfortunately, WVU has not always been fully functioning at the times West Vir-
ginia has needed it most—after a disaster—because the university is vulnerable to
the same natural events, including floods, snow and wind, that afflict the rest of
the state. In the past five years alone, WVU county extension offices were forced
to close for a total of ten weeks due to natural disasters. While these closures occur
at times of greatest need, they can also adversely affect WVU’s research activities
that contribute to West Virginia industries, such as coal mining, agriculture, and
chemical production, among others.

The Disaster Resistant Universities initiative proposed in FEMA’s fiscal year
2000 budget request could help WVU protect itself, and the dozens of communities
surrounding its facilities and dependent upon it, against natural disasters. This pro-
gram will make available to WVU the expertise of universities around the country
that have experienced disasters or have exhaustively planned for them. The DRU
program will also enable WVU and other research universities to work with Federal
research agencies to protect the taxpayer’s substantial investment in research in
these institutions.

Additionally, by encouraging universities to work with FEMA, state governments,
local communities and the private sector (using the Project Impact model), this pro-
gram will give universities like WVU the tools to better serve the people of their
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state immediately following a disaster. WVU will better plan its emergency re-
sponse, and be better able to provide healthcare, engineering advice, and other serv-
ices to West Virginians.

The actual mitigation work at West Virginia’s campuses and extension facilities
could be funded through a national matching fund that has been proposed by uni-
versities. It has been demonstrated that the appropriation of such funds will achieve
long-term savings, particularly at universities, where the human and economic costs
of disaster recovery are very high as compared to the costs of pre-disaster mitiga-
tion. While this program would use Federal money due to the national interest in
protecting research and education, it is important to note that Federal resources
alone cannot solve the problem, but should be used to leverage the support of other
university stakeholders.

The Disaster Resistant Universities initiative requested in FEMA’s budget will
enable university leaders to form public-private partnerships to assess and reduce
the vulnerability of WVU and the state as a whole. Should a fund be established,
it would provide resources to universities on a matching basis to mitigate their po-
tential disaster losses. By protecting one of West Virginia’s most vital resources, its
primary public university, this program will prevent the next major flood, snow
storm, or tornado from becoming a disaster.

SUBCOMMITTEE RECESS

Senator BOND. The hearing is recessed. Thank you.
[Whereupon, at 11:04 a.m., Tuesday, March 4, the subcommittee
was recessed, to reconvene subject to the call of the Chair.]
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STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Good morning. The Subcommittee on VA, HUD
and Independent Agencies will come to order. This is the sub-
committee’s second hearing on the fiscal year 2000 budget. This
morning our subcommittee will hear testimony on the President’s
fiscal year 2000 budget request for the Corporation for National
and Community Service and the Department of Treasury’s Commu-
nity Development Financial Institutions or CDFI Fund.

We will first hear from the Corporation’s chief executive officer,
Senator Harris Wofford, who will be followed by the Honorable
Luise Jordan, the Corporation’s Inspector General. The sub-
committee will then hear from Ms. Ellen Lazar, director of the
CDFI Fund.

The Appropriations Committee and the VA Subcommittee will
face another year of very difficult budget decisions as I have indi-
cated previously. Under the budget caps imposed under the 1997
Balanced Budget Act, the Federal Government will have $29 billion
less to spend for discretionary activities in fiscal year 2000 than
what was available last fiscal year.

Unfortunately the President’s budget busted these caps by about
$18 billion by assuming offsets from tobacco revenues, Superfund
taxes and other gimmicks which simply will not fly. This makes

(77)
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our job quite a bit harder because it raises expectations that we
simply will not be able to accommodate reasonably within the VA/
HUD subcommittee because of shortfalls in the President’s request.

The largest such shortfall is within the VA medical care appro-
priation request, which would be frozen at current levels. For ex-
ample, the administration request for VA does not account for the
new costs of treating patients with Hepatitis C. The VA estimates
this problem alone will cost at least $500 million next year.

Further, the subcommittee will be faced with the annual need to
fund Section 8 housing assistance contract renewals which aid low-
income families including the elderly and disabled. Once again we
will be forced to make some difficult trade-offs in order to accom-
modate such dire needs.

Moreover, despite the overall decrease in the VA/HUD account
under the President’s budget, the President has requested a signifi-
cant spending increase for the Corporation. Specifically, $545.5 mil-
lion has been requested, an increase of $110 million over the fiscal
year 99 appropriation.

Within the President’s budget request the Corporation would ex-
pand the AmeriCorps Service of 53,000 to 69,000 by the year 2000,
reaching a goal of 100,000 in fiscal year 2002. In addition, the
President is proposing to expand AmeriCorps to high school stu-
dents, expand service-learning programs for school-age youth and
increase opportunities for seniors to serve.

The Corporation certainly has a number of admirable, important
goals such as improving child literacy. That is an area where I am
a strong advocate. Nevertheless, there are many significant issues
concerning the implementation of the program.

First, it will be extremely difficult to fund an increase in spend-
ing for this agency when this subcommittee will be faced with fund-
ing demands for priorities such as veterans’ medical care and the
renewal of HUD Section 8 housing assistance contracts.

Second, providing an increase in funds to an agency that has
been fraught with significant management problems is very trou-
bling. I have repeatedly expressed concerns about the Corporation’s
management. Yet it continues to be a problem every year.

I had hoped to hear the OIG’s audit of the Corporation’s financial
statements at this hearing. KPMG, under contract to the OIG, has
been conducting an extensive, costly and time-consuming audit of
the Corporation’s fiscal year 1998 financial statement. Unfortu-
nately, the completion of the audit has been delayed, primarily due
to the flaws in the Corporation’s balances related to grants. I am
very disappointed that the Corporation’s books cannot yet be au-
dited. This has been a priority concern of the subcommittee since
the inception of the Corporation.

We added a significant amount of money—I believe it was $3
million—last year to gain a handle on these problems. It remains
a priority. We do know, however, that KPMG’s work will reveal
material weaknesses in at least eight areas of the Corporation’s fi-
nancial operations. Actually that is two more than the number of
material weaknesses that was reported last year. Many of these
problems are the same as those that have been reported on since
the first audits of the Corporation were conducted.
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I also am concerned about a recent audit finding of surplus funds
in the National Service Trust account. Based on an extensive anal-
ysis of actual usage of education awards, the Corporation had $357
million in trust investment to fund the education award liabilities,
which is estimated to be $161 million, which means that there may
be $196 million in projected surplus funds in the trust account.

Frankly, this raises questions about the Corporation’s book-
keeping and ability to forecast accurately its true funding needs. I
would like to hear more about this surplus from the auditors of the
Corporation and I would like the Corporation and the auditors to
explain why such a large surplus exists and whether these surplus
funds represent excess amounts of what is actually needed to meet
all the Corporation’s education award liability.

In addition to ensuring auditable or clean books, the Corporation
must also correct its management problems. Having auditable fi-
nancial statements is just one of the first steps of management re-
form. I believe that the problems I have just cited prove that point.

Last year we agreed to provide additional funds to help the Cor-
poration achieve better financial management. We had hoped and
continue to hope that these funds will, indeed, be put to the best
use in addressing the Corporation’s management problems. Unfor-
tunately, the Corporation has already fallen behind the time frame
directed under last year’s appropriations.

Because of these shortfalls, I must say I am disappointed with
the Corporation’s progress to the commitment to that mandate.
Nevertheless, I expect the Corporation to comply with all the legis-
lative mandates and to do so in a timely manner.

The Corporation’s slogan is getting things done. I credit the Cor-
poration for assembling a positive action plan to address its man-
agement and administrative problems. However, it is just a plan
and many of its corrective actions have not been implemented.

In fact, some of its planned time frames have already slipped and
it will likely be another 6 to 9 months before any real results will
be achieved in the plan. Therefore, it will be a while until the Cor-
poration is able to demonstrate if it has adequately addressed its
problems. I am still waiting to see if the Corporation can, quote,
get things done, close quotes.

I cannot emphasize enough that we have to be able to tell our
colleagues in the Senate and the American taxpayers that we know
how the money is being spent and it is being spent in compliance
with the applicable laws and regulations.

Until the Corporation has demonstrated the ability effectively
and efficiently to manage its existing resources and programs, it
will be very difficult for me to support any expansion of funding for
the Corporation.

Now it is my pleasure to turn to my ranking member, Senator
Mikulski for her statements and comments.

STATEMENT OF SENATOR BARBARA MIKULSKI

Senator MIKULSKI. Thank you very much, Mr. Chairman. And I
want to welcome the National Service CEO, Senator Harris
Wofford, and the IG, Luise Jordan, for our first panel, as well as
the chief operating officer.
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As you know, I was one of the prime movers of this program be-
cause I think volunteer programs highlight what is best about
America. Volunteerism is the backbone of your communities, from
preserving the safety net for seniors to helping get behind our kids
and our teachers. The whole idea behind national service was to
link our values with our public policy. And when the legislation
was passed, we knew it was going to be in many ways breaking
new ground, using at the same time existing values.

Now the legislation is up for reauthorization, and not only for
our annual appropriation, but the legislation is up for reauthoriza-
tion. And I believe just like we have to show fiscal accountability,
Mr. Chairman, we have to say what did this program do and was
it worth it?

So what I want to focus on in my questions was to go back to
the original intent of national service and then ask about very spe-
cific questions now on the impact of the program. The whole idea
of National Service was to link our values with public policy. It was
also to say “Yes” to the young people who were saying “No” to
drugs and alcohol and other evils in our society.

And we also wanted to provide an opportunity structure, by pro-
viding a way for many of them to reduce their biggest debt or their
first mortgage, their student loan or to accrue money to be able to
go on to higher education. But this program was founded on the
concept that for every right, there is a responsibility. For every op-
portunity, there is an obligation and, therefore, to be involved in
the community.

The other was to make sure that both the volunteers became—
be rekindled with the concept of habits of the heart, but also to
spark other volunteer efforts in the community. The point is that
National Service was not designed to be a social welfare program,
nor a giveaway program, but to really recruit people to serve in
their communities and be able to have a voucher—this is the Na-
tional Service part—to go onto their communities.

Now, I never really liked the way this program was launched. I
knew that it was rocky in terms of its administrative structures be-
cause it was new, because it had to take on some of the old AC-
TION programs, and essentially it was launched in many ways like
a rock concert. It was a lot of show biz, a lot of fanfare, a lot of
volunteers were just parachuted into communities. And I am not
so sure that the core concept of good, solid training before they go
to the community, real projects focused on five areas like public
safety and education and so on for them to do or closely adhere to.
This is not about the volunteers. It was about this.

Often when this program has been in trouble what we heard
were anecdotes, and we would have pep rallies and wonderful
young people showing up with baseball caps who wanted to give me
T-shirts. We are not in a post-T-shirt environment.

And what we need to know is really what has gone on, because
I think it has been difficult to separate out the fiscal accounting
problems and then the show biz. Somewhere in the middle is hard,
solid information about how many volunteers have we recruited,
how many have stayed in the program, what have they done once
they left the program, did they use the program to further their
higher education? Have they formed alumni associations like what
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the Peace Corps has done, where they continue—the Peace Corps
is a state of mind as well as a service that had been given, where
they go on and continue to serve in their community for a lifetime.
That is what I want to know about, is the volunteers.

The next thing I want to know about is what happened in com-
munities. Sure, you can run in and tutor. But did it have the same
adhesive quality as me reading Dr. Suess to a 4-year-old? That is
a nice photo op for me, but I do not know if it is a learning oppor-
tunity for a child. And it is great if we tutor, but the question is
at the end of the day, backing up hard working teachers or have
we advanced education, have we advanced public safety, have we
recruited and been able to deliver immunization and have our vol-
unteers, because of what they do, generated more volunteers in
local communities?

So those are the kinds of results. Because if I do not have fiscal
accountability and real results, it is going to be very hard to both
get the program funded at the level the President wants and also
to be able to do the reauthorization.

With the end of this century and looking forward to the millen-
nium, I hope this could be one of the programs that really take the
values of the old century into the next century, but at the same
time use the excellent knowledge that we have about maximizing
volunteer resources, sound fiscal accountability, so that—so that we
really do have an opportunity structure.

I look forward to hearing this testimony and want to thank the
administration of the National Service for their cooperation with
this committee. But I think this is kind of a crucial year for Na-
tional Service. We are either going to go on or we are going to sput-
ter out. The two significant issues that will determine about wheth-
er we go on and have a momentum that I hope the program has,
is sound fiscal accountability and a clear direction of where we
have been. And a direction of where we are going with the ideal-
istic young people who sign up, that we do not let them down, we
do not let communities down and we do not let taxpayers down.

In many instances I look forward to the quantitative and other
data that will help me continue to be the strong advocate that I
am for this program. Thank you.

[The statement follows:]

PREPARED STATEMENT OF SENATOR BARBARA A. MIKULSKI

Good morning Mr. Chairman and thank you. I want to welcome National Service
CEO Harris Wofford and Inspector General Luise Jordan for our first panel. I am
proud to be called the godmother of National Service. I think volunteer programs
highlight what is best about America. Volunteerism is the backbone of our commu-
nities, from preserving the safety net for seniors to keeping our communities clean
and getting our kids ready to learn.

And I also want to welcome CDFI Director and Maryland native Ellen Lazar for
our second panel.

NATIONAL SERVICE/OVERVIEW

The whole idea behind the National Service program was to link our values with
our public policy. We wanted to say yes to the young people who say no to drugs
and alcohol and many of the other ills in society.

We wanted to provide them with an opportunity structure by providing a way to
reduce what for many people is a first mortgage—their student debt. The specter
of high student debt prevents many young people from pursuing a college education.
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Second, we wanted to link responsibility to the opportunity, essentially to rein-
force the old civic virtues that needed to be rekindled. The program is designed to
give members an experience that is meaningful for them and the communities
where they work.

The point is that National Service was not designed to be a means tested pro-
gram. It was meant to provide a broad base of young people from a variety of social
classes and backgrounds an opportunity to serve their country through sweat equity
work in their communities.

FINANCIAL MANAGEMENT

Since its inception the organization has been plagued with issues that have
caused me concern, and I know a great deal of concern for other Members. The
issues have centered around sound financial management, and ensuring account-
abillity that directed everyone to focus on accomplishing the mission which I stated
earlier.

Mr. Chairman, this is a serious concern of mine. Management issues revolving
around the financial accountability and the audibility of records have persisted even
through changes in personnel. I understand that progress has been made, and I
commend the work of Chief Operating Officer Wendy Zinker, but there is still some
serious work to be done.

This morning, I know you will direct many questions to the corporation regarding
financial management and accountability. I will be interested to hear the responses.

MISSION FOCUS

This morning I want to focus on mission. I want to know what exactly we have
gotten for our money. I want to know if we have gotten the “equity” part of the
sweat equity that was intended.

Stories about the changed lives of members and their new perspectives on life are
important. But this morning, I want to talk specific, quantifiable facts.

I want to discuss how effective the Corporation has been at:

—recruiting members—how many have completed their service, how many have

used their education awards; generating additional volunteers in communities

—how many have been generated and what have they done in their communities;

—producing tangible benefits in local communities—how is the Corporation meas-

uring for results and impact what members have done.

Again, Mr. Chairman, I am proud to be considered the godmother of National
Service. For years I have championed the importance of helping promote the habits
of the heart.

Many of us were energized by the Presidents Summit on Service two years ago
in Philadelphia that focused on promoting volunteerism. And I believe that the Cor-
poration has a critical role to play in this effort. But we can’t be content with feel
good stories about kids in tee shirts.

We must stand sentry to ensure that Corporation members are reading to young
children and helping increase literacy, planting trees and cleaning gullies—helping
flhe environment, organizing local volunteer groups and spreading the habits of the

eart.

This will be my focus this morning. The Corporation’s ability to generate bi-par-
tisan support will depend largely on the extent to which it can demonstrate mean-
ingful tangible results in local communities.

CDFI

CDFI has a as its mission providing an opportunity structure that helps those
who practice self help.

In a perfect world, we may not need a CDFI. But we don’t live in a perfect world.
We live in a world with distressed communities that are under served by the main-
line private financial institutions.

In many of these communities there are willing people who want to improve their
lot in life, but they lack the capital or expertise needed.

This is where CDFI helps to fill the void. I look forward to hearing from Ms.
Lazar this morning on the progress CDFI has made in addressing management con-
cerns raised over the last several years.

But as with the Corporation, I want to stay mission focused. I want to ensure that
CDFI doesn’t just move money out of the door, but helps move people up and out
of poverty and despair. There needs to be a system in place to evaluate grant recipi-
ents’ progress in meeting their goals.

There also needs to be a system to measure how effective CDFI is in helping grant
recipients improve their communities and empower local residents.
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Mr. Chairman, I look forward to the dialogue with you and this morning’s wit-
nesses.

Senator BOND. Thank you very much, Senator Mikulski, for that
very strong statement, and I certainly endorse the comments you
made.

Senator Wofford, it is always a pleasure to welcome you. You
have submitted a 29-page statement. I assure you we will make it
a part of the record and I assure you that we are better off reading
it than having it read to us.

So we would like to give you up to 10 minutes to make a sum-
mary of your report and comment perhaps, if you wish, on any of
the points that Senator Mikulski and I have written.

Thank you, Senator.

STATEMENT OF HARRIS WOFFORD

Mr. WOFFORD. I will certainly not go beyond 10 minutes, Mr.
Chairman.

Thank you for letting Wendy Zenker, our chief operating officer,
accompany me here. And thank you, Mr. Chairman and Senator
Mikulski, for giving that quite appropriate double-barrel challenge
to us, and we want to meet that challenge to the best of our ability
today in response to your questions.

Many of the points are in that 28-page testimony. First, it re-
sponds to a number of your concerns, Mr. Chairman, and second,
it contains some hard data that will be of interest to Senator Mi-
kulski.

Now, Mr. Chairman, this morning I am presenting the adminis-
tration’s budget request and, to the extent we have time this morn-
ing, I want to discuss the success of National Service and report
to you on our efforts to improve financial management. But I am
going to focus my oral testimony on the financial management
issues.

My written statement contains extensive information about the
accomplishments of National Service and I welcome questions. And
I particularly intend, Senator Mikulski, to take your precise ques-
tions, and present a report to you that is in the very categories that
you have just put to us.

And I think you will be pleased with some of the evaluations we
are reporting on this morning.

FINANCIAL STATEMENTS

Mr. Chairman, our top priority continues to be—has to be—
achieving a clean opinion on the audit of a full set of financial
statements and going on to remove the material weaknesses. We
have made real progress.

As the chart indicates, we have gone from financial statements
not auditable in 1994 to 1996, to a qualified opinion on our fiscal
year 1997 balance-sheet-only audit, to the current full-scope audit
of our fiscal year 1998 financial statements. Those three steps rep-
resent a lot of work, dedication and progress.
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AUDITABILITY

Fiscal Year 1994-96
—Financial statements not auditable
Fiscal Year 1997

—Qualified opinion on Statement of Financial Position
—No audit of Statement of Operations or cash flow
—Two qualifications, six material weaknesses identified

Fiscal Year 1998

—Audit of full set of statements for fiscal year 1998 near completion
—Results not yet available
—Implementing Action Plan to correct weaknesses

We, too, Mr. Chairman, had hoped that along with our Inspector
General Luise Jordan we could report on the results of the fiscal
year 1998 audit today. However, the Inspector General and her
auditors from KPMG are holding open that audit while we provide
additional documentation they need.

That audit is ongoing. And the Inspector General and I will re-
port to you the results of the audit in the very near future. But
even if we obtain a clean opinion, which, of course, is our aim, we
know that we will still have financial management material weak-
nesses.

Last fall Congress provided additional resources to speed our
progress in correcting those weaknesses. We submitted a detailed
action plan to do so that builds on the previous plans and steps
that we had taken and accomplished much in.

The plan calls for action in nine areas. It includes 177 specific
tasks with deadlines. To date we have completed 69 of them. Let
me be clear: though progress has been made, it is not enough to
satisfy you, Senator Mikulski, or me. Much remains to be done.

Let me tell you what we are doing in three key areas shown on
this chart, areas that affect many of the material weaknesses, and
are key to the solutions.
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Management Progress
March 1998 Match 1999 2000
Y2K Systems not assessed Mission-ctitical systems All systems compliant
Compliance compliant except for
Hardware not compliant financial management
Most hardware compliant All hardware compliant
Financial Not Y2K compliant New system selected thatis ~ New system fully
Management Y2K compliant and compliant operational
System Not compliant with with federal standards
Federal standards
Implementation underway
i -based Instailing imaging technology Imaging technology
I;::?E: l Faperbase operational
Trust Testing web-based reporting )
Web-based reporting
Operational

PROGRESS ON FINANCIAL MANAGEMENT

Since last fall all of our mission critical systems, except for finan-
cial management, have been made year 2000 compliant. And most
of our hardware is now compliant. We are confident we will be pre-
pared for the year 2000. Many of the problems stem from the
weaknesses in our core accounting system that we took over.

We have selected a new financial management system known as
Momentum, and implementation is under way. The system will be
fully operational this year.

To ensure the accuracy of the data in the National Service Trust
we are, right now, installing imaging technology, and we are pilot-
testing a Web-based reporting system, a breakthrough system in
this field. By next year, they will both be fully operational.

In our next report, due the middle of April, you will continue to
see progress on these and on other items in the Action Plan. And
we will be able to report to you the results of the audit.

INDEPENDENT EVALUATIONS

As we grapple with these critical questions of financial manage-
ment, Mr. Chairman, let us not lose sight of the success and impact
of National Service. Today we are releasing an independent study,
reflected on the chart, that demonstrates how AmeriCorps is
strengthening local organizations and communities and having a
positive impact on the lives of AmeriCorps members—now totalling
in 4 years, more than 100,000.
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SUMMARY OF RECENT NATIONAL EVALUATION OF AMERICORPS

Eighty-two percent of community representatives report AmeriCorps’ impact
as “good” or “outstanding.”

AmeriCorps improves the quality and quantity of local organizations’ com-
munity services.

More than 75 percent of members have gained significant life skills.

AmeriCorps instills ethic of service in members.

Source: Aguirre International, 1999.

I hope members of this committee will read the summary of this
report which we are providing for the committee and we’ll be happy
to sit down with your staff, and with you, to talk further in depth
on what those results mean. It was conducted by Aguirre Inter-
national. Mr. Aguirre was President Ford’s Commissioner of Edu-
cation and we consider this a very landmark and important study.

As this other chart shows, recent studies have also documented
that service learning programs benefit communities while instilling
a sense of civic responsibility and raising the academic performance
of participating students.

RECENT NATIONAL EVALUATIONS OF LEARN AND SERVE AMERICA

Students participating in service-learning programs report gains in following
areas: Civic attitudes; Volunteering; School engagement; Academic perform-
ance.

Projects rate students’ service as outstanding.

Source: Brandeis University and Abt Associates, 1998.

Mr. Chairman, you can see that our work around the country is
going well. And we will look forward to showing you in more detail
how well it is going. In many cases we have a state-by-state anal-
ysis including the extraordinarily successful—many programs in
the State of Maryland and programs in Missouri. There are many
places where the state commissions, appointed by governors, have
had their own evaluations. And we have materials from governors
estimating the impacts, such as Governor Voinovich’s last letter to
me outlining the impact of National Service programs that he
thought was tremendous in Ohio. And the outline of the impact
that Governor Locke and Governor Racicot of Washington and
Montana sent to all new governors telling them of the tremendous
contribution of the three programs of National Service and the
commissions in their states.

I think it is this success that people around the country see on
the ground that is the reason for the growing bipartisan support—
not only in Congress but especially in the states, cities, schools and
neighborhoods where ordinary Americans are making an extraor-
dinary difference every day.

PREPARED STATEMENT

So I look forward to working with you to extend the reach of Na-
tional Service and to complete the task of making the Corporation
the kind of high-performing organization we all want it to be.
Thank you.
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[The statement follows:]

PREPARED STATEMENT OF HARRIS WOFFORD

Mr. Chairman, Senator Mikulski, and members of the Subcommittee, I appreciate
this opportunity to review the achievements of national service over the last year,
report on the status of our efforts to issue financial statements and improve finan-
cial management, discuss our fiscal year 2000 budget request, and respond to your
questions. I very much appreciate the Committee’s past support, including the $10
million in additional fiscal year 1999 appropriations for AmeriCorps grants, as well
as the additional funds to speed our progress on essential improvements in our fi-
nancial management systems.

The Corporation has made good progress on many fronts. Last October, the
100,000th AmeriCorps member was sworn in. The service of AmeriCorps members
in more than a thousand local, state and national non-profit programs is helping
solve community problems all across the country. Service-learning activities of more
than a million college, high school and elementary school students, assisted by our
Learn and Serve program, is demonstrating how well-organized community service
can help the community while instilling the ethic of service and pride of citizenship
in participating students. In short, through AmeriCorps and Learn and Serve Amer-
ica, the Corporation is carrying out the three prime purposes set by Congress in the
National and Community Service Trust Act of 1993 (42 U.S.C. §12501):

(1) meet the unmet human, educational, environmental, and public safety needs
of the United States, without displacing existing workers;

(2) renew the ethic of civic responsibility and the spirit of community throughout
the United States; and

(3) expand educational opportunity by rewarding individuals who participate in
national service with an increased ability to pursue higher education or job training.

Before providing more details of the accomplishments of these programs, let me
start with a brief summary of our budget request and a discussion of our work to
improve financial management.

I. BUDGET REQUEST SUMMARY

The total fiscal year 2000 budget request for national service programs authorized
under the National and Community Service Trust Act is $545.5 million, an increase
of $110 million over the fiscal year 1999 appropriated level of $435.5 million. This
is a large increase for a relatively small agency, but the needs that AmeriCorps
members are helping communities meet—particularly the needs of children and
youth—are very large. The added value of this service by AmeriCorps members
(generally full-time) in leveraging large numbers of unpaid part-time community
volunteers and in strengthening the work of non-profit, educational and faith-based
organizations is a powerful new resource for the renewal of America’s civic sector.

The new funds will provide for approximately 60,000 AmeriCorps members
through grant programs and the education award program, as well as approxi-
mately 1,100 AmeriCorps members through the National Civilian Community Corps
(NCCC) program. As part of the AmeriCorps budget, our budget request also in-
cludes a new program to engage 5,000 high school students in intensive, full-time
service during the summer. Participants in the AmeriCorps*VISTA program, funded
through the Subcommittee on Labor, HHS, Education and Related Agencies, will
bring the total to approximately 69,000 AmeriCorps members, with a goal of
100,000 members per year starting in 2002.

The new funds for the Learn and Serve America program will help schools, col-
leges and universities, and community organizations strengthen and expand service-
learning activities. If the 60 million students in America are seen as—and see them-
selves as—resources and potential leaders, they can be a powerful source of service
for communities. Tapping this potential is a double investment—in the education of
the next generation as citizens of character and competence, and in meeting the
country’s unmet needs.

I also want to emphasize the important contributions of the Points of Light Foun-
dation and how much the Corporation values its partnership with the Foundation
and with its network of hundreds of Volunteer Centers. An increasing number of
AmeriCorps members and AmeriCorps*VISTA members—already more than a hun-
dred—are working directly with, and under the leadership of, these centers for vol-
unteer service. We are requesting $5.5 million for the Points of Light Foundation
in fiscal year 2000.

Jointly, the Corporation and the Points of Light Foundation were the original
sponsors and organizers of the Presidents’ Summit for America’s Future in Philadel-
phia convened in 1997 by President Clinton and President Bush. We work together
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as key partners in the post-Summit campaign led by General Colin Powell’s Amer-
ica’s Promise—the Alliance for Youth. This close and continuing collaboration be-
tween the Foundation created by President Bush as a center for volunteering and
the Corporation proposed by President Clinton as the vehicle for national service is
a demonstration of how what George Romney called “the twin engines” of full-time
stipended national service and part-time unpaid community volunteering can and
should pull together to help communities solve serious social problems.

We are seeking $33 million for program administration, including funds for State
Commissions—an increase of $4.5 million over the fiscal year 1999 level. This in-
crease will provide the administrative support necessary to keep up with the grow-
ing work-load of the Corporation and is discussed in greater detail later in the testi-
mony. In addition, we are requesting $5.5 million for program evaluation, and a sep-
arate appropriation of $3 million from this Subcommittee for the Office of the In-
spector General.

THE AUDIT AND THE ACTION PLAN

The Corporation shares the view of the Subcommittee that prompt action on
auditability and other financial and management weaknesses is urgently needed.
These issues are our top internal priority. With the help of the Committee and the
Inspector General, we have focused substantial resources and activity on achieving
solid and lasting solutions.

The Corporation has made steady progress over the past year toward its goal of
improving fiscal oversight and of obtaining an unqualified opinion on its financial
statements. As the Subcommittee knows, until last year, the Corporation was un-
able to produce financial statements that the Inspector General could audit. But, in
July 1998, the Inspector General issued an Auditability Assessment that indicated
that the Corporation had made progress and that, although late, we could proceed
with an audit effort for fiscal year 1997. In October 1998, the Inspector General
issued a qualified opinion on the Corporation’s fiscal year 1997 Statement of Finan-
cial Position. There were two qualifications—grant accrual and net position—and six
material weaknesses.

Now, for fiscal year 1998, the Corporation is preparing a full set of statements,
and these statements are being subjected to independent audit by the Inspector
General. The Corporation, the Inspector General and the auditors are still at work
on the audit. We are collecting and providing information to the auditors, and the
auditors are reviewing and assessing that data. At this time, we are uncertain of
the auditor’s opinion, but we are working closely with the Inspector General and her
audit staff to complete the financial statement audit.

We know that there are material weaknesses—weaknesses identified in the fiscal
year 1997 balance sheet audit and two new weaknesses that will be identified in
this audit resulting from the broader scope of the fiscal year 1998 audit. Based on
the fiscal year 1997 audit, and with funds made available by this Committee, we
are implementing a comprehensive Action Plan to correct these weaknesses and im-
prove Corporation management. We are working to correct a number of these weak-
nesses this year; others will take longer. But you can and will see progress every
month as we work to achieve the goals set forth in this Plan.

We submitted the Action Plan to your Subcommittee on December 21, 1998. It in-
cluded 168 tasks. In a February 17, 1999, letter from Chairman Bond and Chairman
Walsh of the House VA/HUD Subcommittee, you asked that we revise the plan to
include procurement management and to provide more information on the expendi-
ture of funds associated with the plan. In our first progress report on February 19,
1999, (which I would like to submit for the record) we did those two things. The
Plan now includes 177 tasks, of which 69 have been completed. You also asked for
more information on specific performance measures. We have included such infor-
mation in our Government Performance and Results Act Performance Plan and will
be happy to discuss additional measures with your offices.

Your letter of February 17 indicates that, with these changes, you have no sub-
stantive disagreements with the contents of the Action Plan. In fact, we believe the
Plan offers us a clear path toward resolving outstanding financial management
issues once and for all. Although these changes cannot happen overnight, there is
a firm commitment on the part of the Corporation to advancing solutions as quickly
as we possibly can.

The Action Plan includes 9 goals and a number of objectives within each goal: (1)
General Control Environment; (2) National Service Trust; (3) Financial Operations;
(4) Grants Management; (5) Financial Systems; (6) Financial Reporting; (7) Informa-
tion Technology—Year 2000; (8) Information Technology; and (9) Procurement Man-
agement. Summary information on these goals and objectives follows:
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General Control Environment.—We are working to establish a strong and effective
control environment, including a commitment to excellence, organizational struc-
ture, and assignment of authority and responsibility. Included in this goal is the fi-
nancial statement audit process. On other important fronts we have done good work
towards issuing a comprehensive set of policies and procedures; we are working on
an assessment of management controls by selected Corporation managers as part
of a pilot program for fiscal year 1998; we are filling key positions; we are devel-
oping a comprehensive training plan; and we are including financial performance
measures in the Corporation’s Government Performance and Results Act Perform-
ance Plan.

National Service Trust.—We are determined to ensure the integrity of the Na-
tional Service Trust, accurately recording member information and education award
liability, and efficiently processing transactions related to enrollment and award
processing.

In the past year, we and our prime grantees, the State Commissions, have under-
taken two major technological initiatives specifically designed to strengthen the
Trust. First, as I reported last year, we have introduced imaging technology de-
signed to improve the quality and dependability of information in the Trust.

We are using imaging technology to electronically capture our records and ensure
that we have complete and readily accessible information for every member enrolled
in the National Service Trust. By the middle of April, a contractor will complete the
process of scanning all of the paper documentation from our files on every current
member of the National Service Trust, and we will then begin the process of check-
ing the input data with our program records to capture any missing pieces of data.
Additionally, in April, the National Service Trust will begin using imaging tech-
nology to scan forms into the system as the forms are received.

Second, we are in the midst of testing a breakthrough innovation—a world wide
web-based reporting system (WBRS), that will enable the National Service Trust to
receive member data— enrollment forms, change of status forms, and end-of-term
forms—electronically. WBRS currently is being used to input enrollment data on a
trial basis in Maine and California. If the tests are successful, State Commissions
will be using this technology for enrollment forms by the end of this year. In part-
nership with the Corporation, the State Commissions developed WBRS. The Cor-
poration contracted with Ernst and Young in October 1998 to do a security review
of the data transfer. When appropriate development, testing and training are com-
pleted, we will phase in the use of the technology for change of status and end-of-
term forms and extend the system to our national direct grantees.

There are three related goals: Financial Operations, Financial Systems and Fi-
nancial Reporting.

Financial Operations.—We are making progress in the area of financial oper-
ations. We promulgated our debt collection regulations and are working to finalize
our agreement to have the Department of the Treasury service our delinquent finan-
cial transactions. Other efforts are underway to clean up financial data in prepara-
tion for the conversion to the Momentum accounting system.

Financial Systems.—We are in the midst of implementing a new financial man-
agement system—Momentum—that will modernize our record-keeping and allow us
to input and recover data in an easier and more timely fashion than our previous
system. The Corporation selected the Momentum package last November and en-
tered into a cross-servicing agreement with the Department of the Interior’s Na-
tional Business Center to support the implementation process. Momentum is a com-
mercial off-the-shelf software system compliant with the Federal Government’s Joint
Financial Management Improvement Program system requirements, and it is Year
2000 compliant. Momentum implementation includes data conversion, setting up
system interfaces, testing and staff training. We have an aggressive schedule to
complete this process and make the Momentum system fully operational this year.

Financial Reporting.—Our goal is to produce accurate and timely financial infor-
mation, issue timely reports and financial statements, obtain an unqualified opinion
on our financial statements and reduce—and as soon as possible eliminate—the
nﬁlmber of reported material weaknesses. I have already described our progress in
this area.

Grants Management.—We have undertaken important efforts to improve grants
administration and the procedures for AmeriCorps service hour reporting. In Janu-
ary we held a conference for all State Commission and National Direct Executive
Directors to reinforce the importance of the procedures and reporting requirements
associated with their grants. Executive Directors have been contacting us with de-
tailed follow-up questions, and we have already sent out a formal response to ques-
tions elicited at the conference and intend to continue to follow-up with the grant-
ees. Also, as a further step in devolution to the governor-appointed state commis-
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sions, we have eliminated any Washington office programmatic review of the for-
mula program proposals submitted by well-functioning State Commissions. With
OMB approval this past year, we are testing simplified grant approaches, including
fixed amount grants.

Information Technology—Year 2000 and beyond.—Making sure that all systems
are Year 2000 compliant is a goal that cuts across all aspects of the Corporation.
Through the additional funding included in the fiscal year 1999 Treasury, Postal
Service Appropriations bill, the Corporation received $800,000 to assist in our com-
pliance and verification work.

Our mission-critical systems, except for the financial management system and its
related interfaces, are Year 2000 compliant today. We will be performing inde-
pendent verification and validation in the coming months. Our headquarters and
service center network and personal computer workstations are compliant; we are
still working on our field office and NCCC workstations, but anticipate no difficulty.
The new Chief Information Officer whom we will designate soon will do much of
our long-range planning in the information technology area. Some aspects of our
long-range plan will include improving our technology for communication with state
offices, designing a single, integrated grants system, selecting a procurement mod-
ule to add to the Momentum system, and providing better data for decision-making.

Procurement Management.—We added this goal to our Action Plan in February
in response to work conducted by the Inspector General. We are revising procure-
ment policies and are working to resolve specific contract issues. We are also devel-
oping training sessions for our procurement office and Corporation staff.

The Corporation is committed to improving its management and has made sub-
stantial progress in this direction. More remains to be done, and the Subcommittee
will continue to see progress in carrying out our Action Plan. We will continue to
report regularly to you and the other appropriate committees in Congress.

GOVERNMENT PERFORMANCE AND RESULTS ACT

The Corporation continues its full compliance with the requirements of the Gov-
ernment Performance and Results Act. Building on the experience of the first year
under GPRA, we have prepared an expanded annual Performance Plan for fiscal
year 2000. This plan provides in a more accessible format our revised performance
goals for fiscal year 1999 and the goals for fiscal year 2000. We have organized our
performance goals into two broad categories: annual performance indicators, and fo-
cused (usually one-time-only) program evaluation studies.

Annual Performance Indicators are measures based on information collected regu-
larly (usually yearly) from grantees and subgrantees of the Corporation and from
program participants. Primarily these indicators measure aspects of program per-
formance that are in the direct control of the Corporation. These data are useful
for oversight and management of the programs. Many of these measures focus on
what programs do with federal funds—such as implementing projects; selecting,
training and enrolling Members; and awarding subgrants. In addition, annual indi-
cators can include customer satisfaction, community impacts, and program accom-
plishments.

Focused (Usually One-time-only) Program Evaluation Studies represent a signifi-
cant area of investment by the Corporation. Unlike annual performance indicators,
many outcome evaluation studies are not likely to occur every year because they are
more expensive and time consuming to carry out. Program outcome studies, however
less frequent than indicator data, will provide useful information on what national
service programs achieve for the American people.

Our 2000 Performance Plan contains information on programs and administrative
activities that will interest anyone wanting to learn more about the Corporation and
national service. For each program, the fiscal year 2000 Performance Plan presents:

—A concise description of the program with information on program design, num-

bers of participants, types of service, and levels of funding.

—Special initiatives underway and planned for the coming years.

—Performance indicators and goals for fiscal year 1999 and fiscal year 2000.

—Key findings from completed program evaluations.

—Pending and planned program evaluation topics.

This year we have added a section that highlights the three budget activities sup-
porting the Corporation’s programs: Innovation, Evaluation, and Program Adminis-
tration. “Innovation” describes our plans to expand and strengthen training and
technical assistance for all streams of service. Under “Evaluation” is found the Cor-
poration’s evaluation plan for 1999 and beyond. And “Program Administration” sum-
marizes the efforts underway to improve financial management. This new section
includes five new performance indicators that focus on our most critical administra-
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tive issues: auditability, data accuracy in the Trust, grants management, financial
management systems, and the Year 2000 status of computer systems.

Finally, the new format of the fiscal year 2000 Performance Plan represents the
first step in linking the budget proposal with the Performance Plan. Next year, we
plan to submit one, fully-integrated, budget and performance plan.

PROGRAM ADMINISTRATION

The Corporation is requesting $33 million for Program Administration in fiscal
year 2000—an increase of $4.5 million over the fiscal year 1999 appropriation. Pro-
gram administration supports the Federal share of the costs of activities of the State
Commissions, which implement and monitor national service programs at the local
level, as well as the activities of the program, policy, and management staff in the
Corporation’s headquarters.

Last year, the Congress provided an increase of $1.5 million in Program Adminis-
tration funding to address urgent program administration requirements related to
financial management, grants management and systems implementation. Congress
also called on the Corporation to shift $1.5 million out of lower priority efforts to
address urgent program administration needs. These additional funds have im-
proved the quality and the timeliness of the Corporation’s responses to these out-
standing problems. Now, in order for the Corporation to move forward on financial
anddn(lianagement issues in the most expeditious manner possible, more funds are
needed.

The workload of the Corporation has grown enormously since 1994. The annual
number of AmeriCorps members has increased from 25,000 in fiscal year 1995 to
approximately 50,000 in fiscal year 1999 to a proposed 69,000 in fiscal year 2000.
The cumulative number of enrollments in the National Service Trust has grown
from those initial 25,000 to over 100,000 and will grow to over 140,000 with funds
already appropriated. The Corporation needs additional resources to respond to this
greatly increased workload.

The requested increase in funding will support the following urgently needed ac-
tivities, many of which are described in further detail in the section of the testimony
dealing with the audit and Action Plan: achieving an unqualified opinion on our fi-
nancial statements and reducing the number of material weaknesses; significantly
increasing funds devoted to systems development; strengthening the National Serv-
ice Trust; increasing the support for State Commissions; and replacing aging com-
puter hardware.

AMERICORPS AND SERVICE-LEARNING EVALUATIONS AND ACCOMPLISHMENTS—THE
IMPACT OF SERVICE

In the last year, we have received the results of three major evaluations of Cor-
poration programs. The following is a brief summary of each evaluation. The results
show that national service has a dramatic impact both on the communities and indi-
viduals served and the service participants themselves.

Impact Evaluation of AmeriCorps State / National Direct

Today we are releasing one of those studies—an independent evaluation of the im-
pact of AmeriCorps State/National programs performed by Aguirre International.
This study collected survey data from all ongoing programs and specifically exam-
ined 60 randomly-selected programs over a three year period. The study looked at
what AmeriCorps members accomplished, the impact of those accomplishments on
service recipients, the impact on the life skills and civic attitudes of members, and
the impact of AmeriCorps on grantee institutions and the communities in which the
programs were located.

Among the key findings of the study

AmeriCorps programs strengthened local organizations and communities served:

—The majority of institutions that received AmeriCorps grants reported that asso-
ciation with AmeriCorps improved their organization’s quality and/or quantity
of services and increased their overall professionalism.

—82 percent of community representatives interviewed reported that AmeriCorps’
impact upon their community had been “very good” or “outstanding.”

AmeriCorps provided significant member benefits:

—DMore than 75 percent of AmeriCorps members reported substantial gains in life
skills during their program year. These changes occurred in members of all eth-
nic, racial, economic and educational backgrounds.

—AmeriCorps members’ life skills gains were significantly greater than the gains
reported by a matched comparison group of nonmembers. Members whose skills
were the lowest upon entering the program gained the most.
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—AmeriCorps members’ levels of civic engagement were positively affected by
AmeriCorps service.
We are pleased that this major new study demonstrates that AmeriCorps is ac-
complishing precisely what it was designed to do—it is getting things done in our
communities and producing significant benefits for those who serve.

LEARN AND SERVE AMERICA K—12

Between 1995 and 1998 Brandeis University and Abt Associates conducted an
evaluation of 17 high quality service-learning programs at middle schools and high
schools across the country. The evaluation followed a group of participating and
comparison group students over two years. The evaluation found:

Service-Learning programs provide significant benefits to their communities:

The service provided by the students was highly rated by the community agencies
where students provided assistance; 99 percent of the agencies rated their experi-
ence as “good” or “excellent.”

On average, participants in the programs in the study produced service valued at
nearly four times the program cost during the 1995-1996 program year.

The service-learning programs in the study were strongly supported by adminis-
trators and teachers, and a large majority of programs appear likely to continue to
operate after the end of their grants.

Service-learning programs had a positive impact on students:

Students rated their program experience highly with more than 95 percent of the
students reporting that they were satisfied with their community service experience.

At the end of one program year, student participants compared to non-partici-
pants showed significant positive impacts. The students: were more appreciative of
cultural diversity, service leadership and civic involvement; were more likely to be
involved in some form of volunteer service; provided more than twice as many hours
of service; were more likely to show small, positive impacts on school engagement
and on math and science grades and core grade point averages.

The Superintendent of Schools in Gresham, South Carolina states that Corpora-
tion grants have funded “service-learning programs that reinforce academic skills
taught in the classroom and meet community needs” and have had “a significant
impact on our school system and the community. It has “reconnected our youth to
the community and has actively engaged our young people in the learning process.”
An example of such results in the Gresham High School is in the appendix.

LEARN AND SERVE AMERICA HIGHER EDUCATION

Between 1995 and 1998 the Rand Corporation conducted an intensive evaluation
of the Learn and Serve Higher Education Program’s implementation, achievements
and impacts on sponsor institutions, community agencies and participating stu-
dents. The study found:

Participating students made valuable contributions to the organizations—non-
profit agencies, schools, and others—in which they served.

Community organizations’ staff assigned high marks to the student volunteers.
Respondents assigned the highest ratings to students’ enthusiasm, ability to work
with staff and clients, and interpersonal skills. Staff reported that they were able
to improve the quality of services and provide more services as a result of the stu-
dent volunteers.

Students in service-learning courses, compared to students in similar courses
without a service component, reported larger gains in civic participation (involve-
ment in community service) and life skills (interpersonal skills and understanding
of diversity).

LITERACY AND EDUCATION ACTIVITIES

Since fiscal year 1994, education programs, including especially literacy activities
for elementary students, have been a high priority for national service. Governor-
appointed state commissions on national and community service have focused na-
tional service resources on needs in education. In addition, AmeriCorps*National
and Education Award programs, as well as service-learning programs at the K-12
and {ﬁgher education levels, have focused service on the education needs of young
people.

For fiscal year 1998, this Subcommittee appropriated an additional $25 million to
the Corporation to conduct activities designed to ensure that every school child can
read well and independently by the end of the third grade. These additional funds
were granted to 30 separate organizations selected by states, including statewide lit-
eracy initiatives in Florida, Louisiana, Maryland, Maine, Massachusetts, Mis-
sissippi, New dJersey, Ohio, Oklahoma, Washington, and West Virginia. In total, an
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additional 1,700 full-time equivalent AmeriCorps members are engaged this year as
organizers, leaders, and participants in these local literacy programs, including
summer and after-school programs.

Research results show that national service can produce strong positive outcomes
in early childhood literacy. Literacy programs supported by the Corporation under
the AmeriCorps*State and National category reported the following results for the
199697 program year:

In all programs, 5,700 members at 305 sites supported the tutoring of youth in
grades 1-12. Sixty-seven percent of youth tutored in grades 1-12 (of 128,000 meas-
ured) showed improvement during the program year.

In all programs, 4,700 members supported academic mentoring at 258 sites. Sev-
enty-six percent (of 53,000 mentored students measured) showed improvement dur-
ing the program year.

In all programs, over 2,000 members taught in grades 1-12. Sixty-nine percent
(of 70,000 students measured) showed improvement during the program year.

In addition to the very positive, self-reported achievements by projects, inde-
pendent evaluations of specific literacy programs are documenting positive out-
comes. Professor George Farkas of the University of Texas documented gains for a
Reading One-to-One program of 0.4 to 0.7 grade equivalents above what students
would have attained without tutoring, a significant improvement. The program uses
college students, AmeriCorps members, and community residents to tutor more than
6,000 students in more than 70 schools across ten school districts in Texas.

Other recent reports contain an equally positive message. In the District of Co-
lumbia, low-achieving children who were tutored by Federal Work-Study students
and other volunteers in a program managed by AmeriCorps*VISTA members had
reading scores at the national average at the end of the first year of the program.
In New Haven, Connecticut, the Leadership, Education, Athletics in Partnership
program helped produce independently documented increases in children’s reading
test scores. In this program children read an average of 24 books during the sum-
mer.

In addition to AmeriCorps, the Corporation’s service-learning programs, also
under the jurisdiction of this Subcommittee, have contributed to the America Reads
Challenge. The Corporation works in coordination with the Department of Edu-
cation. Over 1,000 colleges and universities have pledged to use a portion of their
Federal Work-Study funds to enable college students to tutor children and work in
family literacy programs. In addition, the Corporation’s grants to state education
agencies support service-learning programs in schools and communities across the
country. The dominant service activity reported by service-learning grantees at the
middle and high school level is education, including mentoring, tutoring, and class-
room assistance. These programs have double benefits; since teaching is often the
best way to learn, middle and high school students who tutor younger students
often increase their own skills, not only in English but in math, science, and the
use of computers.

AMERICORPS

AmeriCorps*State and National Program Update

Last October, the 100,000th AmeriCorps member was sworn in, and members are
continuing to get things done in their communities all across the country. Together,
AmeriCorps members, most age 18 to 25, are showing their idealism and devoting
a year or more to help strengthen communities by tackling the nation’s most serious
problems.

Since the inception of the program, over 100,000 AmeriCorps members have:

—Served nearly 33 million people in more that 4,000 communities.

—Taught, tutored or mentored over 2.6 million children.

—Served over 560,000 at-risk youth through after-school programs.

—Built or rehabilitated over 25,000 homes.

—Given food, clothing or other necessities to homeless individuals in over 2.4 mil-

lion instances.

—Planted 52.5 million trees.

—Recruited, trained or supervised over 1.6 million volunteers.

In an appendix to this statement, we are providing examples of AmeriCorps mem-
bers getting things done in our communities.

Fiscal Year 1999 Budget Update

Last year Congress appropriated an additional $10 million for AmeriCorps grants.
As a further example of our commitment to devolving authority, all of that funding
was directed to state initiatives. Of that $10 million, $3 million was added to the
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formula grants to state commissions. The other $7 million was directed towards a
Governor’s Service Initiative, which will fund new statewide initiatives that tie into
a governor’s priorities and could benefit by a service component.

Fiscal Year 2000 Budget Request for AmeriCorps

The budget request for fiscal year 2000 for AmeriCorps will provide for approxi-
mately 60,000 AmeriCorps members through grant programs and the education
award program, as well as approximately 1,100 AmeriCorps members through the
National Civilian Community Corps (NCCC) program. Participants in the
AmeriCorps*VISTA program, funded through the Subcommittee on Labor, HHS,
Education and Related Agencies, will bring the total to approximately 69,000
AmeriCorps members, with a goal of 100,000 members per year starting in 2002.

That total includes a new program to engage 5,000 high school students in inten-
sive, full-time service during the summer. This new initiative will allow high school
students already involved in community service to serve full-time in the summer
and, if they wish, part-time during the school year and receive reduced stipends and
education awards for their service during the summer.

AmeriCorps*NCCC

The National Civilian Community Corps (NCCC) is a distinctive part of the
AmeriCorps network of programs; it is a residential program, and it is the only ele-
ment of AmeriCorps that is administered directly by the Corporation for National
Service. NCCC members are housed in dormitory-style residences primarily at
closed or downsized military bases at Charleston, SC; San Diego, CA; Denver, CO;
Perry Point, MD; and Washington, DC. Members serve on teams in the local com-
munity and are deployed on “spikes” in communities in every state to meet the crit-
ical needs of urban and rural communities, including disaster relief, education, envi-
ronment, public safety, and other human needs.

Although now a part of AmeriCorps, the NCCC was first proposed in 1992 in sep-
arate legislation, S. 2373, sponsored by Senators Boren, Warner, and Specter. Their
bill sought to create a civilian community corps modeled on the Depression-era Ci-
vilian Conservation Corps (CCC) while simultaneously responding to the need to
reuse closed military bases. The CCC section of the bill was offered and unani-
mously approved as an amendment to the fiscal year 1993 Defense Authorization
Act. Among the key sponsors of this bipartisan amendment were Senators Boren,
Dole, Warner, Mikulski, McCain, Kennedy, Seymour, and Nunn. In a floor state-
ment during debate on the amendment, Senator Dole said “As I thought about this
program, it was easy to see that many of today’s youth could benefit from a modern-
ized version of the CCC * * * Far too many of our youth—both in urban and rural
areas—are at risk—to drugs, to crime, to gangs, to teen pregnancy. It is these
youths who could benefit from the new CCC Program.” The following year, the Na-
tional and Community Service Act of 1993 placed the administration of the NCCC
in the hands of the newly-created Corporation for National Service.

The NCCC is one of the most successful and effective components of AmeriCorps.
For example, in fiscal year 1998, members performed about 550 service projects in
local communities in all 50 states. Accomplishments included renovating 346
houses, building 91 new homes, and tutoring 18,000 children, among many others.
Here are several of the distinctive features of the NCCC that account for its extraor-
dinary success:

NCCC members are highly trained and organized. They are particularly effective
at mobilizing and supervising other volunteers. Habitat for Humanity and the Boys
and Girls Clubs rely heavily on NCCC members to supervise and thereby enhance
the effectiveness of their part-time volunteers. NCCC members are specially trained
to respond rapidly in times of natural disaster, and they work in close partnership
with the Federal Emergency Management Agency (FEMA) and the Red Cross to re-
spond to almost every major natural disaster, including fires, tornadoes, floods, and
even the Oklahoma City bombing.

True to its roots, NCCC adheres in part to a military model—members wear uni-
forms, work in teams, participate in a physical fitness regimen, and serve in a high-
ly structured and tightly disciplined environment.

Members work long hours doing hard work—and the results are visible in commu-
nities across the nation. This has made the NCCC one of the most popular
AmeriCorps programs. In 1998, more than 3,000 applicants applied for approxi-
mately 850 positions.

Funding for the NCCC was originally set in 1994 at $30 million (including $20
million in an earmarked Department of Defense appropriation). The 1995 appropria-
tion was reduced in a rescission from $26 million to $18 million, and funding has
been held at that level ever since. As a consequence, the NCCC has reduced the
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number of members, delayed filling personnel vacancies, reduced the number of
“spikes,” and otherwise done everything possible to make ends meet. However, it is
now clear that fewer communities are being served, and program quality is at risk
of slipping.

The budget request for NCCC, a $3 million increase over the fiscal year 1999
level. The requested increase will finance the continuation of activities at five cam-
puses and the enrollment of 1,141 Corps members, a 29 percent increase from fiscal
year 1999 member population. The increase will also address reductions of essential
personnel, operations, and administrative/logistics that were incurred in fiscal year
1998 when the fifth campus was established.

In addition the increased participation level financed by the request would serve
to decrease the per member cost of the program. The NCCC’s per member costs are
artificially inflated currently at almost $26,000 per member (including the education
award) because NCCC has had to limit and even cut the number of members in re-
cent years. Recently, the Corporation reached a bipartisan agreement with Senator
Grassley to reduce the Corporation’s average budgeted cost per AmeriCorps member
by $1,000 per year to reach $15,000 per member next year. If Congress approves
the NCCC’s fiscal year 2000 budget request, the number of members will increase,
reducing the per member cost to about $23,100 and allowing the Corporation to
achieve the goal of an average AmeriCorps member cost of $15,000.

We urge Congress to adopt the President’s budget request to increase funding for
the NCCC to $21 million in fiscal year 2000—the first increase in four years.

AmeriCorps National Direct

The National and Community Service Act dictates that two-thirds of AmeriCorps
funding flows to State Commissions and the remaining one-third supports national
non-profit organizations through AmeriCorps National Direct grants. Each year
since 1996, the appropriations law has imposed a cap of $40 million on these
AmeriCorps National Direct grants.

When established in 1996, the cap on AmeriCorps National Direct funding sought
to address Congressional concerns stemming from grant allocations to other federal
agencies. As part of a bipartisan agreement with Senator Grassley, the Corporation
later agreed to eliminate all grants to federal agencies.

Currently, AmeriCorps makes national direct grants to 39 national non-profits, in-
cluding Habitat for Humanity, the American Red Cross, YouthBuild USA, Los Ange-
les Veterans Initiative, City Year, Youth Volunteer Corps of America, and the Na-
tional Association of Community Health Centers. These non-profit organizations are
widely supported in the Congress and in our communities. The Corporation ensures
that these programs are funded in a completely non-partisan and non-ideological
manner.

National non-profits have special qualifications to engage in national service ac-
tivities at the local level, including:

—years of expertise in supporting service: many of these organizations were fund-
ed from 1990 to 1993 by Commission on National and Community Service ap-
pointed by President Bush;

—well-developed program concepts and service delivery models;

—experience in program management and community collaboration;

—readily accessible training for staff and members; and

—strong ability to reach under-served areas and expand programs to states with
smaller populations.

The National Direct grant program minimizes the administrative burden nec-
essary to deliver national service. For nationwide organizations like Habitat for Hu-
manity or the American Red Cross, it is more efficient to apply one time to the Cor-
poration and then to allocate resources to local chapters, rather than to apply mul-
tiple times through individual State Commissions.

AmeriCorps National Direct programs also cost less than other AmeriCorps pro-
grams, because national non-profit organizations:

—Provide significant matching funds. The 1998 programmatic match is 57 per-
cent, which is significantly higher than the requirements of the statute and the
match provided by AmeriCorps state projects; and

—Attract major private support. Partners include corporations such as IBM, Sony,
Dow Chemical, the Timberland Corporation, Nike, United Parcel Service, and
the Disney Corporation that otherwise might not engage in national service.

The cap on National Direct prevents AmeriCorps from supporting some of its most
effective grantees:

—The Corporation’s ability to meet increasing demands for service addressing

local community needs has been curtailed, as community-based affiliates of na-
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tional non-profit organizations translate reduced grant support into a reduced
number of AmeriCorps members and receive no funds for program development;

—The quality of service efforts is increasingly challenged due to limited training

funds; and

—Since new grants require funding reductions to existing programs, which endan-

gers the continued viability of these efforts, it is impossible for the Corporation
to fund more than a handful of prospective new National Direct grantees in any
given year.

For these reasons, we strongly believe that the overall quality and effectiveness
of AmeriCorps programs will increase if the appropriations cap is lifted, and we are
enabled to carry out the original intent of the 1993 Act that one-third funds are
awarded in the form of National Direct Grants. We ask the Subcommittee to give
this request careful consideration.

IMPORTANT INITIATIVES AND SPECIAL PROGRAMS

AmeriCorps’ Call to Service

Last month, AmeriCorps launched the Call to Service—a year-long effort to en-
courage young Americans to serve their community and country through
AmeriCorps. Asking young people, “Are you up to the challenge?” the Call to Serv-
ice, which is AmeriCorps’ biggest recruitment drive to date, seeks to enroll more
than 50,000 AmeriCorps members over the next year.

The Call to Service was kicked off on February 10th at the University of Mary-
land with participation from President Clinton, Maryland Gov. Glendening and Lt.
Gov. Kathleen Kennedy Townsend, University of Maryland President Mote,
AmeriCorps members and others. It will continue throughout the spring and sum-
mer with a number of campus-based events, community-wide service events, sum-
mer of service kick-offs, and the events marking AmeriCorps’ five-year anniversary
in September.

AmeriCorps Promise Fellows

As noted earlier, along with the Points of Light Foundation, the Corporation was
a co-convenor of the Presidents’ Summit for America’s Future in Philadelphia two
years ago. We continue to work closely with General Powell and America’s Promise,
the organization designed to follow-up on the five goals established at the Summit.
As a special initiative in conjunction with General Powell and America’s Promise,
the Corporation created the AmeriCorps Promise Fellow initiative, which is de-
signed to identify and support talented individuals who will assist with state and
local efforts to provide all young people with the five fundamental resources identi-
fied at the Presidents’ Summit:

—Caring adults in their lives, as parents, mentors, tutors, coaches;

—Safe places with structured activities in which to learn and grow;

—A healthy start and a healthy future;

—An effective education that equips them with marketable skills, and

—An opportunity to give back to communities through their own service.

Five hundred new AmeriCorps members will serve this year as AmeriCorps Prom-
ise Fellows to help communities meet the needs of young people.

AmeriCorps Promise Fellows will be community organizers and facilitators drawn
from many walks of life, including academia, business, the military, and the service
field. They will bring their diverse and considerable experience to the hundreds of
national, state, and local nonprofit organizations that are sponsoring them. Among
the projects that AmeriCorps Promise Fellows will support are:

—Recruiting and coordinating volunteers to run after-school programs;

—Implementing curricula coordinating service and education in elementary

schools;

—Coordinating communities’ Summit follow-up activities, and

—Building private sector support for projects supporting children and youth.

The more than 500 AmeriCorps Promise Fellows will serve in almost every state,
two American Indian tribes, and one U.S. territory, as well as with 17 national orga-
nizations that deliver community services on a local basis.

In an appendix, we have also provided several examples of the manner in which
States intend to deploy Promise Fellows to solve problems in local communities. I
am also attaching to this testimony General Powell’s statement on the AmeriCorps
Promise Fellows published on America’s Promise web site—
WWWw.americaspromise.org.
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AMERICORPS EDUCATION AWARDS PROGRAM

The Education Awards Program is a central element in the Corporation’s plans
to expand the number of AmeriCorps members. Because we will add more members
to the Education Award Program this year, we anticipate even further reductions
in the cost per AmeriCorps member to the Corporation and more opportunities for
traditional nonprofit organizations to take advantage of the opportunity to utilize
AmeriCorps members.

Across the country, faith-based organizations tackle some of our greatest chal-
lenges—and AmeriCorps members are playing an increasingly significant role in
helping them solve community problems. Of the 40,000 AmeriCorps positions this
year, nearly 6,000 are in faith-based organizations. Since 1994, more than 13,000
AmeriCorps members have served with faith-based groups. A significant number of
these positions are in the Education Awards program.

Since its inception as a bipartisan initiative agreed to with Senator Grassley, the
AmeriCorps Education Awards Program has greatly expanded opportunities for
young people to serve as AmeriCorps members, brought new communities and new
sponsors as partners in AmeriCorps, and produced new non-federal resources to
support service programs. Now beginning its third year, the Education Awards pro-
gram encourages organizations to apply to State Commissions or to the Corporation
and demonstrate their capacity to recruit, train, supervise and generally support
AmeriCorps members with little Corporation assistance beyond the education
award. The members who successfully serve in such programs are eligible to receive
an AmeriCorps educational award, but they do not receive a living allowance, health
care or child care from the Corporation, and the sponsoring organizations receive
only minimal administrative assistance. At the Presidents’ Summit on America’s
Future in Philadelphia, President Clinton challenged faith-based organizations, non-
profits, and colleges and universities to support this initiative.

We have approved and launched more than 140 Education Awards programs, in-
cluding about 80 organizations that had not previously hosted AmeriCorps mem-
bers. The rest are existing AmeriCorps grantees that were able to add new compo-
nents as a result of this new opportunity. Once fully operational, the programs ap-
proved thus far will support more than 20,000 new AmeriCorps members. In gen-
eral, sponsors are national, state, and local organizations and agencies, and pro-
grams range in size from 1,000 or more to fewer than 20 members, carrying out
service to respond to all types of community problems. Sponsors include:

—The Boys and Girls Clubs of America, which will place 1,000 AmeriCorps mem-
bers in Clubs across the country to serve younger Club members and engage
those younger boys and girls themselves in service to their communities;

—Two national faith-based organizations: the National Council of Churches and
the Catholic Network for Volunteer Service, which together have placed over
6,000 AmeriCorps members in non-religious community service activity;

—The L.A. Veterans’ Initiative, which is placing more than 200 members across
the country to assist in homeless veterans’ returns to independent and produc-
tive living; and

—A number of colleges and universities that are placing college students in inten-
sive community service settings.

THE MARTIN LUTHER KING JR. DAY OF SERVICE

In 1994, Congress passed the King Holiday and Service Act of 1994 to transform
the federal holiday honoring Dr. King into a day of service that reflects his life and
teaching, bringing people together around the common focus of service. At that time,
Congress charged the Corporation for National Service to work in partnership with
the National King Holiday Commission (now replaced by the King Center for Non-
violent Social Change, Inc.) and play a leading role in making the holiday a day “on”
for service, not just a day off from work or school. Service was at the heart of Martin
Luther King Jr.’s philosophy and action. Dr. King said, “Everybody can be great be-
cause anyone can serve,” and urged Americans to take action to improve our com-
munities and the lives of fellow citizens. Our other national partners include: the
United Way of America; the Points of Light Foundation and its Volunteer Center
network; First Book, which donated over a million books to literacy efforts; and Do
Something, a youth service organization that provides a special service-learning cur-
riculum to school aged youth.

This year on the King holiday tens of thousands of volunteers in thousands of
projects across the country joined together to tutor children, build homes, clean
parks, paint classrooms, deliver meals, and provide other service to improve their
communities in all fifty states, the District of Columbia, Puerto Rico, and the Virgin
Islands. The projects varied widely in scale and in focus. In Philadelphia, 12,000 vol-
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unteers fanned out across the city to renovate schools, clean neighborhoods, and
read to children. In Jackson, Mississippi over a dozen youth groups served together
on cross-faith, cross-racial teams to renovate low income housing and restore after-
school play spaces. In Zuni, New Mexico, volunteers from the Indian Reservation
and from the Senior Corps and AmeriCorps collaborated with the local fire depart-
ment to create a wood bank for low-income residents to heat their homes through
the winter. In all these efforts we have called on all the Corporation’s streams of
service—AmeriCorps, Learn and Serve America and the Senior Corps—to play an
active part in the observance.

In the fourth year of the Martin Luther King Jr. Day of Service, we are gaining
momentum toward our goal—fulfilling the legislative responsibility to promote serv-
ice in honor of Dr. King.

In an appendix, we have provided examples of Martin Luther King Jr. Day of
Service activities.

LEARN AND SERVE AMERICA
FISCAL YEAR 2000 BUDGET REQUEST

The Learn and Serve America fiscal year 2000 appropriation request reflects an
increase of $7,000,000 over the fiscal year 1999 budget. These additional funds are
requested to expand the reach and impact of service-learning programs for school-
age and college youth and meet the local demand for service-learning implementa-
tion and training. Learn and Serve America’s funding has remained constant since
fiscal year 1996. In the intervening years, service-learning has gained stature and
importance in education at the elementary, secondary and post-secondary levels be-
cause of its positive impact on youth in academic achievement, school engagement,
civic responsibility, understanding of racial diversity, and in the contribution serv-
ice-learning makes to communities.

The goal of the Learn and Serve America programs is to make service an integral
part of the education and life experiences of all young people, thereby building a
lifelong ethic of responsibility and service. All Learn and Serve America programs—
K-12 school- and community-based and higher education—integrate community
service with academic curriculum or with out-of-school time and extracurricular
learning opportunities.

In fiscal year 2000, Learn and Serve America’s new and existing resources and
capabilities at the local, state and national levels will be mobilized to: support the
increasing demand for service-learning implementation and training; support the ex-
pansion of out-of-school time programs; better support higher education institutions’
efforts to create permanent service-learning programs; and increase the ability of
colleges and universities to utilize Federal Work-Study students in community serv-
ice, including America Reads literacy programs.

In an appendix, we have provided examples of local service-learning programs at
the K-12 and higher education levels.

SPECIAL SERVICE-LEARNING INITIATIVES AND PROGRAMS

National Service-Learning Leader Schools Program

Sponsored by the Corporation for National Service, the National Service-Learning
Leader Schools Program is a new presidential initiative that will recognize high
schools from across the nation for high quality service learning. In its pilot year,
1998-1999, the program will recognize up to 100 high schools for their exemplary
integration of student service into the curriculum and the life of the school. The first
National Service-Learning Leader Schools will be announced in June 1999, and at
that time, the schools will begin a two-year award period in which they will provide
support and training to other schools interested in developing or expanding service-
learning programs.

The President’s Student Service Scholarships

The President’s Student Service Scholarships program is now in its third year and
has awarded scholarships to over 4,000 young people, but many more students are
eligible and deserving. Each high school in the country may select one junior or sen-
ior to receive a $1,000 scholarship for outstanding service to the community.
Through the National Service Trust, the Corporation for National Service provides
$500, which is matched with $500 from local scholarship sponsors. Scholarship re-
cipients must have served at least 100 hours within a 12-month period. In addition
to the scholarships, many other students will receive recognition through the Presi-
dent’s Student Service Award program, which honors youth ages 5 to 25 who per-
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form at least 100 hours of service to the community in a 12-month period; they re-
ceive a gold pin, as well as a presidential certificate, and a letter from the President.

The scholarship program is succeeding. Matching scholarships have been provided
by the high schools themselves as well as by a host of community foundations, local
businesses, and religious and civic organizations including Kiwanis Clubs, Lions
glﬁbls, the Miss America Organization, Elks Lodges, Moose Lodges, and Dollars for

cholars.

In addition, states and regional partners are supporting the President’s Service
Scholarships. For example, in Minnesota the state legislature has made funds avail-
able to meet the match for each scholarship awarded in the state; in Houston, Texas
local corporate and foundation sponsors provide the match for the scholarship in 50
schools. Local nonprofits such as hospitals, senior centers, YMCAs or YWCAs, or
United Ways may benefit from or coordinate student service; they provide the match
for the scholarship in many communities.

We are working to expand our partnerships to encourage the additional matching
resources required to expand the program. Boys and Girls Clubs, for example, have
agreed to match up to 2,000 scholarships to young people in their local sites.

Our fiscal year 2000 budget proposal includes %10 million for the President’s Stu-
dent Service Scholarship to support scholarships for 20,000 high school juniors and
seniors.

Points of Light Foundation

Under Title III of the National and Community Service Act, the Corporation for
National Service is authorized to provide funds for the Points of Light Foundation,
which was created under President Bush to encourage every American and every
American institution to help solve the nation’s most critical problems by volun-
teering in community service. The Foundation also disseminates information on
promising community service approaches and builds the capacity of institutions and
individual leaders to support volunteer service. The Corporation enthusiastically
urges the Committee to appropriate $5.5 million for the Points of Light Foundation
in fiscal year 2000, the same amount appropriated last year. The Corporation and
the Points of Light Foundation continue to work closely together in pursuit of our
common objectives.

CONCLUSION

In conclusion, the success of AmeriCorps and Learn and Serve America warrant
the additional support requested in the budget. Thank you.

APPENDIX ONE—EXAMPLES OF NATIONAL SERVICE PROGRAMS
AMERICORPS*STATE AND NATIONAL

The following is a sampling of AmeriCorps members’ accomplishments around the
country:

In St. Louis, Missouri, AmeriCorps members serve with the St. Louis Partners
Safety Service Corps. The team has assisted the U.S. Forest Service in fire suppres-
sion on over 1,600 acres in Missouri. The Corps has also received recognition from
President Clinton for their work around the country, which includes clearing fallen
trees from roads and power lines in the wake of ice storms in Maine and New
Hampshire, providing relief and assistance to residents of Michigan following severe
storms that included gale force winds and responding to an interagency call for as-
sistance in fighting major forest and grass fires in Florida.

In Montgomery County, Maryland, AmeriCorps members participate in Commu-
nity Assisted Policing (CAP) with the Montgomery County Police, who credit
AmeriCorps members with adding to their arrest rates. With AmeriCorps members
tracking down the location of criminals, police were able to arrest 33 percent of
those with outstanding warrants. In addition, with AmeriCorps members completing
administrative duties, police were able to devote additional time in December to the
Driving While Intoxicated (DWI) Holiday Task force, which resulted in 201 arrests
of drunk drivers, many of whom were underage.

In Birmingham, Mobile and Montgomery, Alabama, AmeriCorps members serve
in 13 schools through the Alliance for Catholic Education (ACE). During their two-
year commitment, ACE AmeriCorps members participate in intensive teacher-train-
ing and service-learning courses during the summers and teach full-time. Over the
past four years, ACE AmeriCorps members in schools across the South have taught
nearly 5,000 underprivileged school children, and 100 percent of participating prin-
cipals have rated the program highly.
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ACE AmeriCorps members make an impact with their students that goes far be-
yond the classes they teach. At St. Jude’s High School in Montgomery, ACE
AmeriCorps members have started a popular drama program and directed students
in several service-learning projects. In Birmingham, an ACE AmeriCorps member
directs a service project that she integrates with classroom work. Students volunteer
at a homeless shelter/soup kitchen and then are assigned to write and reflect about
their experiences.

In Des Moines, Iowa, AmeriCorps members serve at the Iowa Coalition Against
Domestic Violence. Operating since 1985, the Iowa Coalition Against Domestic Vio-
lence offers assistance to battered women and children living in 99 rural commu-
nities throughout Iowa. AmeriCorps members enable the Coalition to maintain field
offices in underserved areas, offering services in crisis intervention, counseling, pro-
tective orders, shelter, and medical services. Last year, members assisted close to
3,600 women and 4,000 children through 29 domestic violence agencies/projects
across the state. Additionally, members provided 260 education programs to the
public, including classes on date rape and conflict resolution to hundreds of elemen-
tary, junior high and high school students. Overall, the AmeriCorps program in the
la}sf four years has made it possible for members to assist 20,000 victims of domestic
violence.

Throughout West Virginia, AmeriCorps members serve with Energy Express. Ini-
tially serving two sites in 1994, Energy Express now includes 68 sites where
AmeriCorps members provide summer learning experiences and nutrition to chil-
dren living in low-income and rural communities across West Virginia. Of the more
than 3,000 elementary age children enrolled in the 1998 summer program, 70 per-
cent of those tested maintained or improved their reading achievement scores and
benefited from a nutritious breakfast and lunch served daily over the six-week pro-

am.

In Flagstaff, Arizona, AmeriCorps members serve in the Coconino County Rural
Environmental Corps. AmeriCorps members focus on three areas of the environment
in Northern Arizona: fire prevention, hazardous fuel reduction, and natural resource
management. Members performed home fire safety inspections for 370 residents,
thinned eight acres of land near the Flagstaff Arboretum, participated in annual re-
vegetation projects, and developed a youth service component to assist with U.S.
Forest Service trail maintenance. In response to a firewood shortage in Native
American communities in Northern Arizona, thinned wood was dried and delivered
for use during cold winter months.

In Houston, Texas, 135 AmeriCorps members serve children in disadvantaged
neighborhoods throughout Houston, reaching a school population of nearly 6,000
through SERVE HOUSTON. The wide array of services provided by AmeriCorps
members include learning enrichment activities, one-on-one tutoring, student
wellness education, development of parent resource centers, and ongoing service-
learning opportunities. Through their comprehensive activities, and in close collabo-
ration with individual school staff, SERVE HOUSTON members expand these
schools’ overall capacity to provide academic and extra-curricular activities, and get
things done for these kids. AmeriCorps members work with a wide variety of com-
munity partners including the YMCA of Greater Houston, Volunteer Houston, Inter-
faith Ministries, Junior Achievement, the Scouts of America, and the Children’s Mu-
seum of Houston.

In New Jersey, AmeriCorps Members serve through the New Jersey Department
of Education in ten New Jersey schools. Members provide safe havens for children
by extending the school day where they tutor children and run after school pro-
grams. Members also provide in-class academic support and mentoring activities
aimed at improving math, science, and literacy skills. The program aims to improve
the school success of 80 percent of 600 students served in 5 districts—Camden,
Paterson, Pleasantville, Roselle, and Trenton.

In Montana, 40 full-time and 80 part-time AmeriCorps members serve through
the Montana Conservation Corps. The AmeriCorps members serve throughout the
state on crews of 6 under the leadership of a crew supervisor, and they work to ad-
dress critical needs in maintaining Montana’s natural resources. AmeriCorps mem-
bers are constructing and maintaining 250 miles of trail and 36 parks, restoring and
enhancing degraded watersheds, helping improve water quality, correcting site ero-
sion, and preventing further degradation and restoring habitat. AmeriCorps mem-
bers are constructing homes for ten low-income families, and rehabilitating housing
for 80 low-income senior citizens and ten community agency facilities. Through its
CorpsLink program, the AmeriCorps members are mentoring 450 adjudicated youth
that they have engaged in 210 service projects.

In Idaho, 17 full-time and 19 part-time Idaho Trio AmeriCorps members are im-
proving the academic performance of 2,309 Head Start, K-12 and college students
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in various sites throughout the state. The majority of these students face challenges
including physical disabilities, disruptive home life, and poor English skills. Teach-
ers benefit from AmeriCorps members providing in-class support by giving one-on-
one and small group assistance to many students.

AMERICORPS PROMISE FELLOWS

’ﬁhe following are some examples of how states intend to utilize the new Promise
Fellows:

In Arizona, ten AmeriCorps Promise Fellows will be serving in urban and rural
communities across the state to build upon and enhance the existing network of
service organizations. Three AmeriCorps Promise Fellows will be based at the Ari-
zona Governor’s Community Policy Office where they will concentrate on identifying
existing service organizations that are already providing the five fundamental re-
sources for children and youth in Arizona. Those programs will serve as models that
can be replicated and teamed with other service organizations. Seven AmeriCorps
Promise fellows will be placed in rural and under-served communities. For example,
an AmeriCorps Promise Fellow serving in Graham and Greeley counties will, among
other things, develop a youth council, bringing high school students in the area to-
gether to share ideas, give voice to community concerns, and themselves serve the
community.

In Florida, eleven AmeriCorps Promise Fellows will be engaged in a variety of di-
verse activities to help fulfill the goals set for children and youth at the Presidents’
Summit in Philadelphia and the Florida Promise Summit, including:

—Identifying safe places for children in Pinellas County through the

Youthmapping for Safe Places;

—Starting a literacy project that will distribute books to programs across the

state;

—Organizing a mentor recruitment drive to involve more people in becoming posi-

tive role models; and

—Creating and managing a Youth Opportunities Directory to provide valuable re-

sources to every child.

In Oklahoma, thirteen AmeriCorps Promise Fellows will serve to develop, expand
and coordinate initiatives aimed at answering the America’s Promise Challenge, in-
cluding:

—Designing a database of volunteers for the American Red Cross;

—Expanding the volunteer base for the Oklahoma City Boys and Girls Clubs;

—Developing an afterschool program at the Texas County YMCA in Guymon, OK

to provide safe places and more mentors to youth in the area; and

—Creating a volunteer center for the United Way of Ponca City, OK.

MARTIN LUTHER KING JR. DAY OF SERVICE

The following are examples of Martin Luther King Jr. Day service projects: In
Athens, Alabama, the city of Athens provided a day of continuous service and edu-
cation for adults, teens, and children about how to resolve racial conflicts. Commu-
nity leaders provided educational training on nonviolent solutions and then the
attendees participated in serving lunch to area senior citizens and the needy.

In Baltimore, Maryland, students, faculty, staff and alumnae of the College of
Notre Dame of Maryland along with community volunteers staffed the Caroline
Center, a job training/education program for women living in poverty. Their efforts
allowed the Center to open on the holiday and to provide a safe, supervised environ-
ment when the schools were closed. Volunteers worked with children at the center
to create picture books about racial harmony and cultural diversity. The women of
the Center participated in seminars about self and community development and
were also given a presentation on the role of women in the Civil Rights Movement.

In Helena, Montana, staff and volunteers from the United Way read books to over
150 youth for the holiday. The books focused on the accomplishments of Martin Lu-
ther King and the contributions of African-American and Native American cultures.
Following the reading, children and adults served in local community service
projects in the Helena area.

In Passaic, New Jersey, staff of the Anderson Lee Vocational and Technical School
and NAACP youth volunteers helped to renovate three classrooms in need of repair.
The volunteers added plumbing fixtures, installed new flooring, and repainted faded
walls.

In Austin, Texas, on the Saturday before the holiday, residents of Austin fanned
out over the city to over 40 sites to participate in community service projects. Over
1,500 people helped to build houses with Habitat for Humanity; planted trees;
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cleaned-up trash in neighborhoods; visited nursing homes; and participated in
clothes drives.

In Morgantown, West Virginia, volunteers renovated a playground to ensure com-
pliance with state regulations. They refinished existing playground equipment, re-
placed rusted fencing, and enlarged the play area by 15 feet to install a new play-
ground set.

LEARN AND SERVE AMERICA—SCHOOL- AND COMMUNITY-BASED

The following are examples of the success of School- and Community-based Learn
and Serve America programs:

In Gresham, South Carolina, high school students, after completing a needs as-
sessment, built a rural fire department on property donated by a community mem-
ber. Having a fire department in the community has resulted in a re-classification
which has saved every homeowner substantial money on their homeowner’s insur-
ance. This experience has greatly impacted the safety curriculum throughout the K—
12 system.

In Sedalia, Missouri at Smith-Cotton High School, industrial technology students
with help from the art students converted waste materials from a local pre-fab-
ricated building company into 400 bluebird nesting boxes. Students installed the
nesting boxes on the vast Missouri State Fair Grounds, the adjacent State Fair
Community College campus, the City of Sedalia’s soccer fields, and other public
grounds. A late summer inspection revealed dramatic nesting success, and the stu-
dents learned basic wood shop, equipment safety and operation, problem-solving,
mass manufacturing techniques, quality control, and natural history.

In Towa City, Iowa the Iowa Service-Learning Partnership incorporates service-
learning into teacher education programs at Iowa State University, the University
of Iowa, and Northern Iowa University. Along with training current K-12 teachers
and administrators, the Partnership trains future teachers who pair up with super-
vising teachers during their student teaching assignments to implement a service-
learning project for the K-12 students.

More than 3,500 Iowa school children have been involved in service-learning
projects, thanks to the work of the 400 current teachers, and 450 prospective teach-
ers who have received training in service-learning concepts and practice over the
past three years. A follow-up study found 50 percent of the classroom teachers con-
tinued service-learning a year after the original Partnership experience.

At Jane Addams Elementary School, in Chicago, Illinois fifth through eighth
grade students tutor younger students in several academic areas. Students this year
achieved the highest level ever in the history of the school on national basic skills
tests for mathematics and reading. The school is located in an inner-city neighbor-
hood that is populated by first generation immigrants. Because English is a second
language for most students, peer tutors received special pre-service training in tu-
toring techniques.

The Hamilton YMCA, a branch of the YMCA of Metropolitan Chattanooga, Ten-
nessee, has expanded their Before and After School Child Care Tutorial program in
partnership with East Brainerd Elementary School. The after-school program in-
volves children ages 5 to 11 in service-leaning projects such as peer tutoring and
creating a vegetable garden at school. Twenty-five students tutor 70 “at-risk” ele-
mentary school pupils in their areas of academic weakness. In collaboration with
local environmental agencies, the students are developing a Field Guide to be used
on the East Brainerd Elementary Nature Trail by 500 students at the school. The
prlofgram has a proven track record of student gains in academic achievement and
self-esteem.

LEARN AND SERVE AMERICA—HIGHER EDUCATION

The following are examples of the success of Higher Education Learn and Serve
America programs:

In Mobile, AL, first year engineering students at the University of South Alabama
partner with math and science middle school teachers to design course software and
hardware that meet the classroom needs and specifications of the teachers. This af-
fords the college students an opportunity to practice engineering design within a
“real world” environment, while meeting the community-identified need of more ac-
tive, hands-on learning of science and math at the middle school level.

In Crow Agency, MT, Business Administration students at Little Big Horn College
work with the Tribal Business Information Center to provide technical assistance
and office services to the Center. They also serve as information systems technicians
for community agencies, work with local, state, and national parks to serve as cul-
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tural and historical interpreters, and serve as advocates for clients with health or
educational needs.

Based in Mesa, Arizona, the Campus Compact National Center for Community
Colleges has a national project which teams seven community colleges with a neigh-
boring four-year college or university to collaborate on community service-learning
projects, and faculty and student service-learning training and research projects.
Nationally, the program’s goal is to provide exemplary models and effective practices
for developing and sustaining partnerships between two- and four-year institutions
of higher education to serve community needs. Each collaborative project is locally
determined and managed. Examples of these innovative programs include:

—an Ohio program in which service-learning courses are focused on the restora-
tion of a polluted Appalachian watershed and on the history and heritage of the
impoverished community living in the watershed area; and

—an America Reads program in Florida in which college students tutor elemen-
tary school children both in school and in community-based afterschool centers
while developing their teaching skills through service-learning courses in edu-
cation, psychology, and communication.

NATIONAL SERVICE PROGRAMS ENGAGED IN LITERACY ACTIVITIES

The following are some examples of national service programs engaged in literacy
activities: In Connecticut, AmeriCorps members tutor seven- and eight-year-olds in
reading during the school year and during the summer in nine public housing com-
munities in Hartford, New Haven, and New London, CT. Members also coach par-
ents in supporting their child’s efforts to read, volunteer in classrooms, and work
with teachers to reinforce school curriculum with supplementary services.

In Florida, AmeriCorps members tutor under-achieving K-3 students so that all
will read at or above their respective grade level. Members also train middle and
high school students to become elementary school student tutors, and teach parent
education workshops to parents to increase the number of parents reading to their
young children. Members serve throughout Florida in local elementary schools with
critically low student performance.

In Houston, Texas, Literacy*AmeriCorps Members provide literacy instruction for
children and adults and target the specific need of increasing children’s reading
skills. AmeriCorps Members increase literacy for families by providing English as
a Second Language courses, basic skills, pre-GED and GED classes, homework as-
sistance to school-age children, and family and parent literacy programs. America
Reads activities include recruiting and training volunteers as tutors for young chil-
dren.

In San Francisco, California, there is a higher education service-learning program
where Corporation funds help train and place college work-study students in schools
to provide one-on-one tutoring to third grade students who are underachieving in
reading. The program includes an intensive 45 hours of training in reading instruc-
tion, reflection sessions and mentoring opportunities with teacher collaborators. The
project expects to develop materials for dissemination, including the revised course
syllabus, a tutoring resource manual and readings, placement procedures and super-
vision guidelines, recruitment materials, and evaluation instruments assessing the
performance of tutors and tutees alike.

In Washington state, the Governor has launched a statewide effort to improve lit-
eracy among young children. All parts of national service, including AmeriCorps and
service-learning, are contributing to this effort.

[From the Dispatch, Feb. 1999]
A SALUTE TO THE FIRST PROMISE FELLOWS

(By General Colin Powell)

For some of our young people, preserving our democratic way of life means shoul-
dering a rifle, or climbing into a cockpit, or weighing anchor and setting out to sea.
For others it means helping a child to read, or helping that child to secure needed
vaccinations or health care. Or it means building a park, or helping to bring peace
to troubled neighborhoods, or helping communities recover from natural disasters,
or reclaiming the environment.

For a select group of young people called Promise Fellows, it means a special mis-
sion: It means providing young people with access to the five America’s Promise
Fundamental Resources they need to lead successful lives.
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The Promise Fellows are new dimension in the ongoing partnership between
America’s Promise and the Corporation for National Service—AmeriCorps. From the
very beginning, the Corporation for National Service has been one of our staunchest
allies. Former Senator Harris Wofford, the Corporation’s CEO, helped make the
Presidents’ Summit in Philadelphia the seminal event it was, and he has been a
valued supporter of America’s Promise ever since.

The creation of the AmeriCorps Promise Fellowships was announced by President
Clinton last June. This month, the first Promise Fellows—some 500 of them—will
undertake their training and then fan out all across the country to assist in local
efforts to provide the five America’s Promise Fundamental Resources.

Promise Fellows will be starting a literacy project in Florida that will distribute
books to programs across the state. In Illinois, they will organize a summit for youth
and community members. In Oklahoma, they will be developing an after-school pro-
gram at a local YMCA and establishing a database of volunteers for the local Red
Cross. In North Carolina, they will assist a program that matches elementary school
children with senior volunteer mentors. In Mississippi, they will work with 100
Black Men of America to recruit 10,000 new mentors in the city of Jackson. In New
Jersey, Promise Fellows will serve as coordinators of Communities of Promise
projects in all 21 New Jersey counties. Nationally, Promise Fellows will work with
another ally of America’s Promise, Communities in Schools, to identify and create
up to 500 Schools of Promise across the country.

These are just a few of the many ways in which Promise Fellows will be making
America a better place by giving young people a better chance at life. Their motto
is, “Delivering on America’s Promise to Youth”—and that is exactly what they are
going to do.

The 500 Promise Fellows are the first of the hundreds more we expect in the
years ahead. Because these young people are going to be serving in positions of lead-
ership, they are going to exert an influence far in excess of their numbers. They are
going to be catalysts and coordinators for a whole range of projects designed to ad-
vance the five America’s Promise Fundamental Resources. They are going to be ex-
amples and role models for other young people. Finally, when they finish their year
of service as Promise Fellows, they are going to carry that experience with them
for the rest of their lives. Whenever they are confronted with a problem or need in
their communities—particularly one involving young people—they will be able to
draw on their experience as Promise Fellows in devising solutions, and their neigh-
bors will be able to look to them for leadership and advice. I look forward to giving
you further reports on the success of this new adventure in public service.

Senator BOND. Thank you very much, Senator. We will have a
number of questions for you submitted for the record. But let me
go back to the management reform. You made the commitment last
year to correct a number of the weaknesses. The IG has found that
the same material weaknesses exist. In fact, the number of mate-
rial weaknesses has expanded to two new areas in the Corpora-
tion’s financial operations.

You have developed an action plan. What sort of strategy or plan
did you have in place last year to address the material weak-
nesses? Have you determined that implementing this action plan
will eliminate or will remedy the weaknesses, and when do you ex-
pect to have them remedied?

ADDRESSING MATERIAL WEAKNESSES

Mr. WOFFORD. In just a minute, if I may, I would like our chief
operating officer, who has been a driving leader in this, to add her
comments.

As to the sequence of plans, I would like to make sure you see
this is not just one plan after other plan. The top management of
OMB, before our last hearing, had put a lot of power and leader-
ship—working with us very directly—into the plan we reported to
you at this committee. We made great progress in that plan.

As the other studies by the Inspector General, our own studies,
and then the balance sheet qualified opinion and its recommenda-
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tions and findings came, we necessarily had to go into greater
depth, greater detail and specificity with our plan submitted to
you. I was glad to see that except for the two additional points you
wanted us rightly to include in that plan—which we have now
added—that will show you every 60 days whether we have made
our targets, you have no objection to the plan that is before you.

Let me add one other thing about that sequence and the se-
quence of leadership. Out of the collaboration with OMB’s manage-
ment leadership, we were very fortunate to bring on board our new
chief operating officer—they let us have Wendy Zenker, one of their
top people, who by the way had run grants management at the De-
partment of Education some time before.

But she came in, fortunately overlapping at the same time that
our chief operating officer was taken to be Secretary of the Army,
and a little while thereafter, you probably know, our chief financial
officer was taken to be the chief financial officer of Internal Rev-
enue.

Wendy Zenker has given extraordinary leadership. She has been
brought in as a strong extra accounting support and I would like
her to comment, if she may, on your question.

Senator BOND. Thank you.

STATEMENT OF WENDY ZENKER

Ms. ZENKER. Thank you very much, Mr. Chairman. As you noted,
we do have an Action Plan that addressed, at the time, all of the
six material weaknesses that the Inspector General had noted in
her fiscal year 1997 balance sheet audit that was issued in October
of last year. We specifically organized the plan around those mate-
rial weaknesses so we would have an assurance that we would be
able to show to you progress, and also results, in correcting those
weaknesses. The plan is dynamic. As the year goes on, as we learn
more, if it is necessary to modify the plan or add a particular goal
or objective, we do that. As a matter of fact, in our February
progress report to you we added procurement management. We rec-
ognized, based on the information that we had been receiving, that
there was, in all likelihood, a material weakness in that area and
have added that to our action plan. So, as I say, we can show you
results every 60 days and we can show you real improvement with-
in this year and the next.

You asked how long it will take to fix the material weaknesses.
We believe that we can fix them within the next 2 years. That is,
1999 and 2000. The reason I say that to you is because many of
the weaknesses are tied to our very poor current financial manage-
ment system. The efforts that we are taking to install a new finan-
cial management system will address several of the material weak-
nesses that the Inspector General has identified.

Senator BOND. Thank you very much, Mrs. Zenker. Senator
Wofford, we are delighted you brought in a chief operating officer,
but we are still very much concerned about the attention and time
being dedicated to the Corporation’s management weaknesses.

What are the reasons that you do not have a CFO? You have a
deputy. What are you going to do about that?
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CHIEF FINANCIAL OFFICER

Mr. WOFFORD. I am glad to be able to report to you that, after
a frustrating and hard search, we have identified someone who we
think will perform with outstanding ability and experience. That
person is being vetted at this moment by the White House.

Senator BOND. When do you hope to have them on board?

Mr. WOFFORD. I hope any day; we hope very soon. We will have
the vetting process for the initial announcement and, of course,
thereafter——

Senator BOND. Obviously we wish you luck.

Mr. WOFFORD [continuing]. There are the various studies that go
on, as you well know, before that person can take full charge. That
is why it is very fortunate that during this interim, which was
longer than we wanted, that we have had the kind of leadership
that Wendy Zenker is giving right now, every day. So we have had
nothing dropped. In fact, she came directly out of the shaping of
our plan last year, and came over here to help us implement it.

NATIONAL SERVICE TRUST

Senator BOND. Senator, the Corporation is requesting $93 million
more for the National Service Trust account. The IG states in her
testimony that as of September 30 last year, the trust liability to-
taled $161 billion, but the Corporation had reserved $357 million
in the trust. And thus, she calculated, there is a projected surplus
of about $196 million, according to the auditors.

Do you agree with the auditors’ assessment? Was this existence
of the surplus factored in? And the thing that really concerns us,
both from both a financial management as well as programmatic
standpoint, does this indicate that the actual education award
usage was less than what the Corporation has been estimating?

Mr. WOFFORD. No. Let me separate the two parts of this prob-
lem, which it is crucial to separate.

One, the most prudent and appropriate way to report the liability
on the financial statements is in the audit that is just underway
now. The Corporation in the beginning, it seems to me rightly, re-
flected the Act, which says that every member of the trust—of
AmeriCorps—who completes service is entitled to an education
award. And we have an obligation—in fact, the Act makes it very
clear—that the money for those educational awards must be held
in the trust.

Therefore, in the beginning, with no evidence as to how many
would use those awards, knowing, of course, that some would not—
some may not want to go to college, a significant proportion are
over 30, and even though an increasing number of people over 30
and over 70 are interested in college—we have always known that
not all members are going to use it. Some go directly to jobs out
of programs that have taught them how to build houses for the
homeless. But we accept the auditor’s recommendation that, at this
point, it would be wise to discount the amount needed—the amount
that is listed as a liability, because now we have some experience.

Experience indicates that about 78 percent—and it could go high-
er—use the award. So we accept the recommendation of the audi-
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tors and we are changing the financial statement to reflect that li-
ability.

But that is a different question from what funds are needed now
to be in the trust fund.

We have been discounting our request to Congress at that 78
percent rate for 2 years now. And if we had not discounted it by
that factor, we would be asking for some 70 million more for the
trust.

Maybe Wendy Zenker would want to see if I adequately conveyed
that.

Ms. ZENKER. One way to think about this is—there is one way
to think about the liability as we record it on the financial state-
ment, and a different way that we prepare our budget estimates
that we share with you and the Congress.

In terms of our liability on the statement, we felt that it was pru-
dent to take a very conservative approach and assume that every
member who enrolled in the trust was going to use their education
award until we had actual facts and proof that that was not the
case.

Senator BOND. In essence, now you agree that there is that——

Ms. ZENKER. We still believe it is a judgment call. We have not
gone through a full 7-year cycle yet. So for the first class that were
enrolled, we have some usage figures and very high usage figures
for that class. But since they have not had the full 7 years, we do
not know, for sure, exactly how many people will use their edu-
cation award.

Mr. WOFFORD. Some are predicting a peak coming at the end of
the 7 years when people say, I will no longer have my voucher—
my education award—if I do not use it. So we have to take into ac-
count the uncertainty.

Senator BOND. That is possible.

I think I have benefited from a hometown-like system. Back in
the heartland, if you have a referee that comes from the same town
as one of the teams, you can always count on getting better calls.

I think I have gotten a better call on the light system. So I will
terminate my question and turn to my ranking member for her
questions. Maybe we can give you a small hometown advantage.

Senator MIKULSKI. That is fine with me. As you know, we have
two basketball teams in the tournament, one a big school like
Maryland and then we are very proud of Mount St. Mary’s College,
a small college that has a lot of grit and determination. Keep your
eye on them. It is the small sizes that sometimes triumphant over
the giants. [Laughter.]

USE OF AMERICORPS EDUCATION AWARDS

Having said that, I would like to follow up really on Senator
Bond’s question about use. I really had a hard time following that
answer. And here is my question: Of the number of volunteers, full-
time and then the number of AmeriCorps volunteers part-time—re-
member the part-time model which was to be so crucial, was one
of the things I advocated, because it did not require relocation, en-
abled people of disabilities to be recruited because their supports
would be available.
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My question is as far as you know now, how many people have
either used AmeriCorps to pay down their debt, which is one cat-
egory, or to use their voucher for additional education?

Mr. WOFFORD. Over 76,000 have earned the educational awards
and, of those, already 35,000 have used them or are using them
now.

Senator MIKULSKI. To do what?

Mr. WOFFORD. To pay either the loans that they had taken out
from college or to pay directly to colleges.

Senator MIKULSKI. Of the 35,000 then, how many have used
their service in AmeriCorps to pay down their debt, which was one
of the original purposes of the program?

Mr. WOFFORD. About 34 percent have used it to pay down their
debt, 56 percent use it to pay for continuing college education, and
10 percent use it for both purposes.

Senator MIKULSKI. I do not know what continuing college edu-
cation means.

Mr. WoOFFORD. About 25 percent of all members are precollege
and they use their award to pay for entering college.

Senator MIKULSKI. Yes?

Mr. WOFFORD. A continuing might also be that more than

Senator MIKULSKI. I am going to be very hard here. Forty-five
percent used it to pay down their debt. And was that the full-time
or the part-time people?

Mr. WOFFORD. Both: we can give you the breakdown, in general,
there is no significant difference in the use of awards between full-
time and part-time members.

Senator MIKULSKI. That will be important. If we are looking
ahead at where we need to put our money, and even where you are
going to do your recruitment, which is who are the most people
who make the advantage, this is like the epidemiology of the pro-
gram. It tells you what is healthy and what needs immunization
and what has got real big problems.

So if 45 percent did that, but when we say continuing—are you
saying that 30 percent of the 55 percent are people who used
AmeriCorps to essentially get a voucher to begin their higher edu-
cation?

Mr. WorFORD. The—exactly 30 percent, I will not say.

Senator MIKULSKI. I do not care if it is 29 or 30.

Mr. WOFFORD. Senator, yes. Of those who have not gone to col-
lege, a high proportion:

Senator MIKULSKI. That is not continuing. They never began.

Mr. WOFFORD. I meant beginning their education; it is post-sec-
ondary education. Some go to job training; most go to college. Sec-
ond, there is a significant number who serve in the middle of their
college. They take a year out—the full-time members. And an even
larger number of the part-time members are in college as they
serve, and they use it for future college expenses.

Senator MIKULSKI. Is that the part-time group?

Mr. WOFFORD. Yes. A significant proportion of part-time
AmeriCorps members are at the same time studying at college. It
is part-time service in AmeriCorps, and they earn a part-time edu-
cational award. Part-time service is an area you have been inter-
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ested in growing, and last year we had over 14,000 part-time and
reduced part-time members, compared to 7,500 the year before.

Senator MIKULSKI. Yes. And I would like then to have worthy in-
formation on this.

Now the 25 percent who then use their voucher to begin some
type of post-secondary education, whether it is job training that is
very specific—it could be computer something or other or it could
be—how many of those went to a full 4-year program and how
many went to a 2-year program?

Mr. WoOFFORD. We may be able to get that information for you.
And, if not, we can get it in due course.

[The information follows:]

Full-time Full-time Part-time Part-time All mem-

Program year members percent members percent bers

16,054 64 9,163 36 25,217
17,844 71 7,338 29 25,182
17,608 70 7,520 30 25,128
22,963 61 14,586 39 37,549
Total oo 74,469 66 38,607 34 113,076

Senator MIKULSKI. That is not a judgment about whether you go
to 2 year or 4 year. Again, it talks about who are we recruiting and
who sticks with the program.

I think it would be fantastic if somebody who never had a chance
comes into AmeriCorps and then they go and get their voucher to
get their 2-year program in nursing, or maybe a 2-year program in
emergency management, something they have got a flavor for when
they worked in AmeriCorps, and they keep on going with the expe-
rience they earned in it.

Maybe they go into construction technology because they did
Habitat for Humanity, but those 2 years—AmeriCorps goes 2 years
day school and then maybe they go on to night school or the won-
derful ways higher education recruits people. But you see how we
have to

Mr. WOFFORD. Exactly.

ATTRITION

Senator MIKULSKI. Now of the number of the people that have
come into AmeriCorps, what is the dropout rate?

Mr. WOFFORD. I think the 78 percent figure is one way of throw-
ing light on that. The report that is

Senator MIKULSKI. What is the dropout rate?

Mr. WOFFORD. About 16 percent—who come in, do not complete
the service, or have a shorter term of service. They do not have ur-
gent personal or family reasons to leave, and they have not left for
positive reasons, such as to take a job in a welfare-to-work pro-
gram.

Ms. ZENKER. There is, Senator, a range of dropout rates. I do not
mean to not answer your question. But when we look at each of
our program years, we have statistics that range from 16 to 20 per-
cent in terms of a dropout rate.
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Senator MIKULSKI. What is the dropout rate in each year of the
last 3 years?

Ms. ZENKER. For the last 3 years—if I may, if I can start from
the first year? We only have 4 to report to you.

Senator MIKULSKI. Sure.

Ms. ZENKER. The dropout rate in year one, which was the 1994
to 1995 year was 20 percent. The dropout rate in year two, 1995
to 1996, was 18 percent. The dropout rate in year three, 1996 to
1997, was 14 percent. And the dropout rate in the year four, 1997
to 1998, is currently 16 percent but we still have people serving in
that year. I would suggest that that is not a final figure.

Senator MIKULSKI. You would say in terms of the dropout rate
that you have really improved your screening procedure. You see,
for everybody, for whatever reason they drop out, we have made a
tremendous investment. And they have taken a slot. So the better
the screening—that is a pretty good rate.

Mr. WOFFORD. Senator, could I just add two figures that may be
very important to you in comparing this. Forty-seven percent of
first year students at 2-year public colleges drop out. Thirty-one
percent of first year students at 2-year private schools drop out.
Thirty-three percent——

Senator MIKULSKI. We are not talking about going to school.
There are a lot of reasons why people drop out of school. And this
is not a hearing in the Ed Labor Committee. I am very familiar
with why they drop out of school. What I am interested here is—
that is not a comparison that is relevant.

Mr. WOFFORD. Peace Corps and Job Corps and the military are
the other three figures I will give you just to compare.

Senator MIKULSKI. I am interested in AmeriCorps. I am inter-
eited in the viability of AmeriCorps. That is what this hearing is
about.

Mr. WOFFORD. No one is more interested than you——

Senator MIKULSKI. So then having asked that question, I see
that my time is up in terms of recruitment. I was just going to ask
another question.

Senator BOND. Take one more. I will give you the hometown ad-
vantage.

SUSTAINABILITY OF AMERICORPS PROGRAM IMPACT

Senator MIKULSKI. Thank you. Could you then tell me the issue
in terms of the in-programmatic impacts? We have a variety of
statements here. You in your own reports talk about how, for ex-
ample, reading improves when the volunteers are there. What I am
interested in is what are the studies to show when the volunteers
leave.

In other words, is there a sustainability to the impact of
AmeriCorps as compared to AmeriCorps being there?

Mr. WOFFORD. In the report that Aguirre prepared—that we are
releasing on AmeriCorps, we have figures that are not on this chart
of the estimate of the percentage who continue to serve as volun-
teers in their communities. There is a very strong report from
this—I think you will find a very substantial report on just exactly
how AmeriCorps has instilled—the evidence that shows that it has
instilled an ethic of continuing service in the members.
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There is already an AmeriCorps alums organization that the
AmeriCorps members have started that is very actively——

Senator MIKULSKI. That is an alumni association? Because that
was going to be one of the key components of the program.

Mr. WOFFORD. There is definitely one, very active and full of
plans and growing and committed to furthering service. The alums
have committed themselves to the five goals of the President’s sum-
mit and have made specific commitments as to what they want to
do.

Senator MIKULSKI. Let me just ask my last question here and
then I will come back for a second round. It says here: in all pro-
grams 5,700 members at 305 sites supported the tutoring of youths
in grades 1 to 12. Sixty-seven percent of those tutored showed im-
provement during the program year, which is great.

Then what happened in the second year? Do we know that? In
other words, what is next? If you build a Habitat for Humanity
house, there is the house. I know it is hard to do education. I know
it is hard to do public health. I know it is hard to do these to do
these things.

Mr. WOFFORD. In tutoring and reading?

Senator MIKULSKI. Yes.

Mr. WOFFORD. The report I want to do for you is going to show
the accumulating evidence from around the country from literacy
programs, in which AmeriCorps members serve, that involve meas-
urable test scores year by year.

Remember, that the AmeriCorps member—we do not run literacy
programs. AmeriCorps members get assigned to local literacy——

Senator MIKULSKI. I understand all that. Is that report done,
Senator Wofford?

Mr. WorrFORD. We have a lot of that—yes, because we are a
major partner in the

Senator MIKULSKI. Is the report done?

Mr. WorrFORD. We have reports that are done.

Senator MIKULSKI. It says the summary of recent national eval-
uation. Is that a single report?

Mr. WOFFORD. No. In addition to this summary report, which we
are releasing today, we have a number of reports that we and the
Education Department have on what AmeriCorps participating lit-
eracy programs are accomplishing. We will send you the report and
that study in a summary.

Senator MIKULSKI. We will come back to it.

Senator BOND. Thank you, Senator Mikulski. We are delighted to
have Senator Kyl today.

Senator KYL. Thank you, Mr. Chairman. I will take so little time
that it will make up for all of that hometowning that you were
doing with each other. I just wanted to stop by and say hello to
Senator Wofford and commend you for your efforts in trying to ac-
complish all that I know you wish to accomplish with the program.

Mr. Chairman, since I am (A) a late arrival and (B) new to the
committee with not enough information to really contribute, I will
defer to you and your expertise to continue the line of questioning.
Thank you.

Senator BOND. Senator Kyl, you are always welcomed and we are
delighted to have any questions.
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I am going to turn back to Senator Mikulski. I have just one or
two quick questions. We are going to have the IG and KPMG. If
you could stay around, Senator Wofford, I welcome to give you an
opportunity to respond orally to any of the points that they raise.
And obviously on this hearing as in any others we not only will
keep the record open for questions that members may have, but if
information developed at the hearing triggers your additional
thoughts, if you want to have specific responses to that, we would
be happy to have it.

NATIONAL SERVICE TRUST

To follow up on the National Service Trust, 16 percent do not use
the education award. How is this accounted for in the trust fund
account? Do you now believe that that $196 million is excess funds?

Ms. ZENKER. No, Senator, I do not. As we stated, there is a dis-
tinction between the way we provided the liability estimate and the
draft financial statement and the way we provided a budget esti-
mate for the Congress. In providing a budget estimate, we have
taken into account what is simply called “the discount”—the people
who have earned an award but who we do not believe will use
those awards. So we have applied that discount factor in our budg-
et estimating practices that we have shared with you. There is still
a modest surplus in the trust account and it is there for the unex-
pected use of these awards by students who may, indeed, come
back and use them.

If some of those people show up and say, we are in our last two
program years, we want to make use of that education award, we
feel we need to have the money available for them to make use of
that award.

So there is a modest amount of money that is in the trust. But
there is no large surplus to the extent that has been described.

WASTE, FRAUD, AND ABUSE

Senator BOND. Let me turn for the last general question to an
area that reflects the concern we have about the Corporation’s
management capacity, and that is the vulnerability to waste, fraud
or abuse.

The Inspector General has repeatedly found problems related to
grant oversight and monitoring. In one case an OIG investigation
revealed evidence that at one grantee site the executive director
had misapplied funds and as a result the IRS seized and sold the
site’s assets to satisfy delinquent taxes. The OIG also questioned
more than 12 percent of the grantee’s claimed costs, and yet de-
spite these problems I understand that the Corporation continues
to fund this grantee.

Could you tell us why you continue to fund the grantee? What
procedures and controls do you have in place currently to prevent
these sorts of problems, and have there been other cases where you
have taken action against noncompliant grantees?

Mr. WOFFORD. Indeed, is the answer to the latter. The Congres-
sional Hunger Center is the sponsor of the program that is referred
to. One of their sites did have the problems that we found—cer-
tainly the Inspector General found and that site has been termi-
nated by the Congressional—
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Senator BOND. It was a site-specific problem of a larger grantee?

Mr. WOFFORD. It was a site-specific problem. And we have con-
fidence in the Congressional Hunger Center’s impact as a program,;
it is one of the outstanding programs in the Corporation. That site
was a disaster.

Senator BOND. Did you find that or was it the IG that found it?

Ms. ZENKER. Initially, there was a participant at the site who
brought the issue to our attention. When we heard of it, we di-
rected that individual immediately to go to the IG’s office so that
the IG could conduct the appropriate investigation into what was
going on.

Senator BOND. Are the problems that were found there the kinds
of problems that you would normally identify in your oversight of
grantees?

Ms. ZENKER. If I may, Mr. Chairman. We have a situation in the
Corporation where we have grants that we give to state commis-
sions and other national directs, and they in turn give subgrants
to sites around the country. We have a direct responsibility to mon-
itor our grants and we do that. We are not able to monitor our sub-
grantees.

Senator BOND. Was this a subgrantee?

Ms. ZENKER. It was a subgrant of the Congressional Hunger Cen-
ter, a smaller site. I would have to honestly tell you, I do not think
we have the resources to appropriately monitor all of the sub-
grantees and program sites around the country. What we do try to
do is to make sure that our grantees understand what their respon-
sibilities are to monitor those sites and those subgrantees.

Senator BOND. So in this instance the grantee blew it?

Ms. ZENKER. To a certain extent the grantee blew it. They hired
and had a program director at a site who turned out to be a crook.
I am looking for another word but I cannot find one.

Senator BOND. That is the problem. How do we make sure that
somebody is getting the crooks out of there?

Ms. ZENKER. In this instance it happened, and I would suggest
the response happened in the appropriate way. This is one project
director in terms of thousands that we have around the country.
It was a bad apple and through the hotline, and other mechanisms
to encourage people to bring these things to our attention, the In-
spector General was able to go out and do the type of review that
needed to be done to shut down the site.

Mr. WOFFORD. Mr. Chairman, could I just add, we have convened
all the national nonprofit grantees and all the main grantors from
the state commissions appointed by governors to a training con-
ference that focused on just this issue.

The Inspector General gave a very detailed and challenging re-
port of the hardest of her findings. The impact of that training con-
ference—I have seen it in a number of states that I have visited.
The state commission executive directors have themselves called
conferences of their grantees to make sure that they are monitoring
more effectively, if they had been inadequate in the past.

There are a number of additional steps we are going to take to
ensure the responsibility of the state commissions—to which two-
thirds of the grants are made—and the national nonprofits.
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MONITORING GRANTEES

Senator BOND. The final question is, do you now have in place
the resources to do an effective job of monitoring, whether it is
through your direct grantees or through the state commissions?
And, if not, have you requested the funds to provide those re-
sources to make sure there is an effective grants monitoring regi-
men in place?

Ms. ZENKER. Mr. Chairman, yes. We have requested additional
funds to improve our grants management activities. But even as we
await the results of the 2000 budget request, we are still this year
putting more resources into grants management and into grant
monitoring.

One of the activities that our program offices have done is to look
at the criteria that we provide to determine where they should per-
form site visits this year—so that we make sure we go to the more
vulnerable sites versus the stronger sites in our oversight activi-
ties. So we are doing things this year, but in terms of our 2000 re-
quest, a portion of that will also go to improve grants management.

Senator BOND. Thank you very much. Senator Mikulski.

Senator MIKULSKI. Thank you, Mr. Chairman. I know we will
have other questions submitted to the record.

CHARACTERISTICS OF FULL- AND PART-TIME PARTICIPANTS

Just now that as we look at the results of AmeriCorps Learn and
Serve, particularly AmeriCorps, I am interested in the distinction
between the full-time participant as well as the part-time partici-
pant and who really made use of either/or. Did they come predomi-
nantly from—what social backgrounds, et cetera?

And, also, the part-time model which was to be focused on the
fact that many people cannot go away because of family obligations
or do not want to go away, but want to participate in a program
like this. So that is why the part-time model was there, to meet
that need.

And it was often designed particularly for women and perhaps a
little bit older women volunteers who wanted to be in AmeriCorps
because they either had a family obligation—they might have been
a caregiver to an older parent—as well as people even, for example,
with certain disabilities. If you have your whole network lined up
in your hometown, like in Baltimore, and you have your physician,
you have your support services and so on, you can still be a volun-
teer. In fact, it is important to show that in AmeriCorps everybody
is welcomed who wants to do a job. That was one of the other as-
pects.

So anyway, I am interested in the part-time model. As we go
ahead with reauthorization, we need to know this as well as the
funding.

What I have here is the Brandeis report which I have read,
which says that everybody likes AmeriCorps and everybody likes
AmeriCorps when they are there, but it is questionable about the
sustainable effort. That is complicated in education. But if we go
to this report—that says Aguirre International? Is this report going
to be released today?

Mr. WOFFORD. Yes.
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Senator MIKULSKI. I sure wish we would have had it for the
hearing.

Mr. WOFFORD. My testimony goes into some detail, the 28-page
testimony.

Senator MIKULSKI. I appreciate that. But I would have liked to
have seen the report. What time are you going to release it?

Mr. WOFFORD. It is available, as far as I know, right now. We
have it here. We will give it to you

[The information follows:]

AMERICORPS STATE/NATIONAL FULL-TIME/PART-TIME STATUS 1997-1998

[In percentages]

Service commitment:

FUHAEIME ettt et st s senn s 7 .
PAIE-HME vttt 23 .
TOAL oottt 100 ...
Race/ethnicity:
AFFICAN AMEIICAN ..oovoeeeeeecectcteeteee ettt 27 25
American Indian ..... 2 1
Asian/Pacific Islander 1 5
Hispanic ........c.c..... 16 20
..... 52 46
2 3
100 100
70 68
30 32
TOAL oottt ettt s sttt 100 100
Age:
21 or younger 20 36
22-29 ... 51 28
30-37 ... 13 14
38-45 ... 9 13
OVBE A5 oottt ettt anen 7 9
TOMAL oottt 100 100
Education completed:
LESS ThaN H.S. oot 5 8
HIZN SCROOI .ottt aen 17 19
SOME COlIBER <.vovvveeeeeictee ettt 36 46
College Grad. .. 36 20
6 7
TOAL oottt ettt 100 100

Income status (family):
$9,000 0 1BSS errveeeeeeeeeeeeeeeeeeeeees e ese s se s ees e ses et ses e seesenean 7 11
$5,001 10 $10,000 ...voooveeeeeeeeeeeeee e 14 12
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AMERICORPS STATE/NATIONAL FULL-TIME/PART-TIME STATUS 1997-1998—Continued

[In percentages]

Full- Part-

time time
$10,001 £0 $20,000 <..oooocveeeeeeeeeeeeee e enees 18 20
$20,001 to $30,000 ...... 9 15
$30,001 to $40,000 ...... 14 10
$40,001 to $50,000 ...... 8 9
$50,001 to $60,000 ...... 8 6
$60,001 to $70,000 . 5 6
OVEE $70,000 ...ooooeeeeeeeeeeeeee e 17 11
TOAL oottt s ettt en e 100 100

Members’ household employment status:

UNSKIlIEA [ADOTEE eoveeeec sttt 14 17
SEMi-SKIllEd [ADOFEE ......voeeeececeeeee et 11 4
SKIlRA [2DOTBE .evveeeeeeee sttt 25 28
CIETICAI/SAIES ....voveeeeeeetec et 20 26
Professional/managerial/AeChNICal ..........cc.oovevcvevreeeeieee et 30 25
OENBE ettt estenaene aenventenaes eseesaesees
TOAL oottt ettt s st 100 100

Senator MIKULSKI. I would have liked to have had it last night
or something. This is the hearing. This is the shot. This is the op-
portunity. I am glad you are releasing it and everybody who has
a newspaper will read it. But I would like to know when do I get
to read it. I do not mean to be brusque here.

Mr. WOFFORD. The detailed summary of this was provided to the
staff.

Senator MIKULSKI. I do not want a summary, Senator Wofford.
I really want this report because I am digging into this program.
I really do not want a summary. I really wanted the report. So let
us see what we can do here. But this is kind of where we are: I
am going to be helpful, but this was my window of opportunity to
really then focus on this for the hearing. So let us have the report.
Do you understand?

Mr. WOFFORD. Yes.

Senator MIKULSKI. I am glad you gave the testimony. If I had the
report, I could have had, I think, better questions.

Mr. WorrorD. We will give you an analysis of the part-time,
which is an increasing proportion of AmeriCorps.

May I add one other thing, Mr. Chairman, on this point?
Namely——

Senator MIKULSKI. I did not give up my time yet.

Mr. WOFFORD. I give up mine, which does not exist.

HEALTH SERVICES AND SENIOR SERVICES

Senator MIKULSKI. In terms of all of the people that we are talk-
ing about here, it says that AmeriCorps members serve in clinics,
VA hospitals and other health-related facilities. It says close to
500,000 people were immunized. I would like to know what other
things they did in the area of health services.
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It says that over a million volunteers were generated, recruited,
trained or supervised. I hope the report goes into how that hap-
pened and, also, this whole thing with the effort to the seniors,
helping them maintain independent living would be very impor-
tant, because that was one of the other missions and I would like
to know where that is spelled out. Is that all in that report or not?

Mr. WOFFORD. It will be in the report that will come to you. I
cannot say that it is all in the Aguirre report. No.

[CLERK’S NOTE.—The following report “Making a Difference: Im-
pact of AmeriCorps* State/National Direct on Members and Com-
munities 1994-95 and 1995-96” can be found in the subcommittee
files.]

Senator MIKULSKI. I have other questions for the record. I know
we want to move on to the IG and anything else that Senator
Wofford wants to tell you.

Senator BOND. I will give Senator Wofford an opportunity to take
one last crack.

Mr. WOFFORD. Just one minute to make clear that with the ex-
ception of a few programs—Teach for America, a large program
which sends teachers all around the country; Alliance for Catholic
Education which sends teachers to southern Catholic schools—a
few programs, the overwhelming majority of our programs are pro-
grams locally based where people serve locally. We do not come in
from outside.

I want to make those facts clear to Senator Mikulski because it
is not a program—with the exception of the American Red Cross
project and the Disaster Relief teams of NCCC—that parachutes
anyone into a community. The Red Cross sends people into disaster
areas, the AmeriCorps teams. Otherwise it is a locally based pro-
gram in which the local programs select the members, recruit
them, administer them.

Senator BOND. Thank you very much, Senator Wofford. I appre-
ciate your testimony and Ms. Zenker’s. And I do ask you to stick
around if you would care to respond. And now I invite the Corpora-
tion’s Inspector General Luise Jordan and Karen Molnar from
KPMG to come forward. If you would, take your places up here. We
would appreciate that.

We have just heard from the Corporation regarding a variety of
issues about their efforts to correct management deficiencies. If you
have any thoughts you have in response to the Corporation’s testi-
mony, we would welcome those.

I also would like to hear the auditors’ assessment to date on the
financial statements audit. Especially on the auditability of the
Corporation’s statement. I will be especially interested in hearing
the auditors’ view on the Corporation’s progress, addressing its
management deficiencies and what recommendations you may have
that can assist the Corporation.

Last, I am concerned about the discussion of the audit finding of
the $196 million in surplus funds. We are going to invite you to
provide details on that. I understand you have written testimony
which we will make a part of the record. And I would like to ask
you to take about 5 minutes to make any oral statement you wish
to make. Thank you.
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STATEMENT OF LUISE S. JORDAN

Ms. JORDAN. Mr. Chairman, Senator Mikulski, I appreciate the
opportunity to be here today to provide information related to the
Corporation’s financial management.

To answer your question, although the Corporation has taken
steps to achieve financial accountability, progress to correct its fi-
nancial management deficiencies has been slow. Last year for the
first time we were able to audit the Corporation’s balance sheet.
Presently we are in the final phases of a full-scope audit of the Cor-
poration’s 1998 financial statements.

The audit, as you indicated, is being performed by KPMG under
contract to my office. Karen Molnar, the auditor partner respon-
sible for the work, has accompanied me here today. Senator Bond,
your referee hails from Missouri.

We planned and conducted the audit in accordance with gen-
erally accepted government auditing standards with an intended
reporting deadline of March 31, 1999. Because of known internal
control weaknesses, the audit required, as you indicated, extensive,
costly and time-consuming procedures that took into account in
their design the pervasive deficiencies in the Corporation’s oper-
ations and systems.

Today, however, I am reporting that completion of the audit is
delayed due primarily to my decision to allow the Corporation to
revise its estimates of grant advances and payables. The balances
related to grants are among the most significant items on the fi-
nancial statements. Audit work to date has revealed that the Cor-
poration’s procedures to estimate the advances and payables are
flawed. Because the estimates are flawed, the Corporation has re-
quested additional time to correct the information by using actual
information from grantee-submitted financial reports.

The Corporation’s work is made more time-consuming and more
extensive because not all the financial reports have been entered
into the financial systems. To date, however, as has been discussed,
the financial statement audit has revealed material weaknesses in
eight areas including two new areas. Those will be item 7 and 8
in this list.

First, the general control environment. The Corporation’s general
control environment is weak and not conducive to ensuring an ef-
fective system of internal control. Control environment factors in-
clude commitment to competence, management philosophy and op-
erating style, organizational structure and assignment of authority
and responsibility. The control environment sets the tone of an or-
ganization, influences the level of control consciousness and pro-
vides the discipline and structure of an organization. The Corpora-
tion’s lack of effective management control is evidenced by the vol-
ume of material weaknesses and other reportable conditions identi-
fied in this audit and the number that have remained uncorrected
over the years. Without a strong control environment, control
weaknesses will continue, increasing the risks and inefficiencies
and reducing the reliability of the Corporation’s financial informa-
tion.

Second, Financial management and reporting. The Corporation
does not currently have a chief financial officer or other strong fi-
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nancial management personnel in place to provide leadership and
oversight necessary for effective quality control of accounting and
financial reporting activity. It lacks an effective quality control
structure to ensure that significant errors and omissions are identi-
fied and corrected in its financial information.

Third, Grants management. Adequate procedures for monitoring
grantees’ financial activities and their compliance with laws and
regulations are not in place. Expired grants are not closed out on
a timely basis. And, as I stated earlier, a reliable method for esti-
mating expenses incurred by grantees has not been established.

We have repeatedly reported deficiencies related to grants over-
sight and monitoring in individual audit reports and in our semi-
annual reports. Over the past 4 years our audits of 73 of the Cor-
poration’s grantees reported that over one-third experienced prob-
lems with their financial reports. The audits disclosed that more
than half of these grantees had accounting systems and manage-
ment controls inadequate to report the expenditures or to safe-
guard Federal funds and that about a half had inadequate
timekeeping systems. We also reported that one-third of these
grantees failed to adequately monitor their subrecipients.

As a result of these and other conditions, we questioned more
than six million, or six percent, of the funds awarded to the grant-
ees.

The Corporation remains responsible for the proper spending of
its funds, the proper oversight of its programs, regardless of the lo-
cation or regardless of whether a grantee is a subgrantee or imme-
diate grantee.

Financial systems. The Corporation’s general——

Senator BOND. Unfortunately—we will make your full statement
part of the record. And, if you would, just hit on the high points.
We have other witnesses we need to get on to.

Ms. JORDAN. All right. As a result of these conditions, the Cor-
poration cannot provide reasonable assurance that its management
controls properly safeguard its assets, that its information is accu-
rate and it complies with laws and regulations. As I stated when
I began, most of these conditions have been reported as material
weaknesses since we began auditing.

In response, the Corporation has initiated several action plans.
However, much remains to be accomplished. The Corporation’s
most recent action plan incorporates many of the recommendations.
It is the Corporation’s most ambitious plan to date. However, be-
cause it has only been in effect for 2 months, it is too early to know
when or whether the Corporation will correct these deficiencies.
However, based on the Corporation’s history, it is probable that
without a strong and consistent commitment from senior manage-
ment to effective management, without a serious and continuous
commitment of resources and without competent financial manage-
ment oversight and monitoring, the deficiencies will not be cor-
rected in a timely fashion.

PREPARED STATEMENT

Last but equally important, the audit revealed that as of Sep-
tember 30 the National Service Trust had a projected surplus of
$196 million. Under the National Community Service Act as
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amended this surplus can be used to provide additional education
benefits. Ms. Molnar is here to provide any additional information
on that matter, if we can, at this time.

And at this time I will be glad to answer any questions that you
or Senator Mikulski has of me.

[The statement follows:]

PREPARED STATEMENT OF LUISE S. JORDAN

Mr. Chairman and members of the subcommittee, I appreciate the opportunity to
be here today to provide information related to the Corporation’s financial manage-
ment.

OIG first reported financial management issues in an Auditability Assessment of
the Corporation issued in March 1996. The assessment resulted from our attempts
to audit the Corporation’s financial statements as required by the Government Cor-
poration Control Act. During an initial survey of the Corporation’s internal controls,
we found many material weaknesses in the Corporation’s records and accounting
systems. As a result, we concluded that the Corporation’s financial statements were
unauditable. Although the Corporation has taken steps to achieve financial account-
ability, progress to correct the deficiencies has been slow. Last year, for the first
time, we were able to audit the Corporation’s balance sheet.

Presently, we are in the final phases of a full-scope audit of the Corporation’s fis-
cal year 1998 financial statements. The audit is being performed by KPMG under
contract to OIG. Karyn Molnar, the audit partner responsible for the work, is ac-
companying me today.

We planned and conducted the audit in accordance with generally accepted gov-
ernment auditing standards, with an intended reporting deadline of March 31, 1999.
Because of the known financial management weaknesses that we have previously
reported, our audit required extensive, costly, and time-consuming audit procedures
that considered the material weaknesses and other pervasive deficiencies in the Cor-
poration’s operations and systems.

Today, however, I am reporting that completion of the audit is delayed. The delay
is due primarily to my decision to allow the Corporation to revise its estimates of
grant advances and payables. The balances related to grants are among the most
significant items on the Corporation’s financial statements. Audit work to date has
revealed that the Corporation’s procedures to estimate grant advances and payables
are flawed. Because the estimates are flawed, the Corporation has requested addi-
tional time to correct the information by using “actual” information from grantee fi-
nancial status reports (FSRs). The Corporation’s work is made even more extensive
because not all of the FSRs have not been entered into the Corporation’s financial
systems on a timely basis.

The financial statement audit has revealed material weaknesses in eight areas of
the Corporation’s financial operations, including material weaknesses in two new
areas, specifically—

General Control Environment.—The Corporation’s general control environment is
weak and is not conducive to ensuring that an effective system of internal control
is maintained to safeguard assets, produce reliable financial reports, and comply
with applicable laws and regulations. The control environment sets the tone of an
organization and, thereby, influences the level of control consciousness and provides
the discipline and structure of an organization. Control environment factors include
commitment to competence, management philosophy and operating style, organiza-
tional structure, and assignment of authority and responsibility.

That the Corporation lacks an effective management control environment is evi-
denced by the volume of material weaknesses and other reportable conditions identi-
fied in the audit and the number that have remained uncorrected over the years.
Without a strong control environment, control weaknesses will continue to permeate
the organization, thus increasing risks and inefficiencies and reducing the reliability
of financial information.

Financial Management and Reporting.—The Corporation does not have a Chief
Financial Officer or other strong financial management personnel in place to provide
the leadership and oversight necessary for effective quality control of accounting and
financial reporting activities. The Corporation lacks an effective quality control proc-
ess to ensure that significant errors and omissions are identified and corrected in
its financial information. Throughout the audit, the auditors found numerous errors
in the Corporation’s draft statements and supporting documentation, many of which
would have been caught and corrected if an effective process was in place, and com-
petent financial managers had adequately reviewed the information.
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Grants Management.—Adequate procedures for monitoring grantees’ financial ac-
tivity and compliance with laws and regulations are not in place; expired grants are
not closed out on a timely basis; and a reliable method for estimating expenses in-
curred by grantees, and related amounts advanced or payable to grantees, has not
been established.

OIG has repeatedly reported deficiencies related to grants oversight and moni-
toring in individual audit reports and in our Semiannual reports. For example, over
the past four years, our audits of 73 of the Corporation’s grantees reported that over
one-third have experienced problems with their FSRs, which provide critical infor-
mation on grant expenditures. The audits also disclosed that more than half of these
grantees had accounting systems and management controls that were inadequate to
report grant expenditures and to safeguard Federal funds, and that about half (47
percent) had inadequate time-keeping systems. We also reported that about one-
third of these grantees failed to provide adequate oversight of their subrecipients.
OIG investigations have also dealt with allegations of irregularities at grantees,
some of which may have been prevented by better grantee oversight. As a result
of these and other conditions we have questioned more than $6 million (6 percent
of the funds awarded to these grantees).

In one recent audit, we reported on a grantee that had experienced severe finan-
cial problems at one of its operating sites. Although an OIG investigation had re-
vealed evidence that the site’s Executive Director had misapplied funds, the cog-
nizant United States Attorney declined to prosecute. The Internal Revenue Service,
however, seized and sold the site’s assets to satisfy delinquent taxes, and the oper-
ating site closed. When this occurred, high-level Corporation management came to
my office to express their consternation as to how this could have happened just
months after awarding the grant. I responded that my Office had reported to the
Corporation in March 1996 that it did not perform or require effective reviews of
grantee financial systems or controls prior to grant awards.

Later, during fiscal year 1998, at the request of the then Chief Operating Officer,
we audited both the grantee and the Corporation’s oversight of the grant. The grant
audit revealed numerous compliance and internal control weaknesses still existed
at the grantee. We questioned more than 12 percent of the grantee’s claimed costs.

The review of the Corporation’s oversight found that the Corporation had failed
to adequately monitor the grant—even though it was aware of the grantee’s history.
Site visits performed by the Corporation had focused largely on programmatic, rath-
er than financial matters. We also reported that the Corporation failed to monitor
and detect that the grantee drew down funds in excess of its needs and that the
grantee had not submitted required information such as evaluation reports, rosters
of its AmeriCorps Members, and its required financial audit reports, to the Corpora-
tion on a timely basis. The Corporation continues to fund this grantee.

Issues related to grantee financial information have been reported in a number
of OIG audit reports and Semiannual Reports to the Congress. We recently reported
that the Corporation had yet to close out grants made by its predecessor, the former
Commission on National Service, although grant performance periods expired sev-
eral years ago. It is my understanding that, few, if any, of the Commission or
AmeriCorps grants have been closed. Closing out grants is necessary to determine
the actual spending so that the accounting records and related budgetary informa-
tion can be properly adjusted.

In September 1998, we issued our report on the audit of the Corporation’s fiscal
year 1997 balance sheet. In that report we described the need for the Corporation
to ensure timely processing of its FSRs and to develop an appropriate methodology
to estimate grant advances and payables. We clearly stated that deficiencies in
these processes were a major factor in our inability to issue a “clean” opinion on
the balance sheet. We recommended that Corporation take action to correct these
deficiencies. As I mentioned earlier, the Corporation’s failure to take action is the
major cause of the delay in completing our audit of the Corporation’s fiscal year
1998 financial statements.

Financial Systems.—The Corporation’s general ledger system is not adequate to
support its financial information needs, including funds control, or to facilitate the
preparation of annual financial statements. The Corporation plans to replace its
general ledger accounting system during this fiscal year. As we have previously re-
ported, it must do so because the current system is not Y2K compliant. We have
also called your attention to the high risk related to the tight time frames in which
the new system is scheduled to be implemented. To the best of our knowledge, the
Corporation has not identified any contingency plan to support its financial oper-
ations should implementation fail or be delayed.

National Service Trust.—Procedures to obtain AmeriCorps membership roster in-
formation prepared by program sites and to reconcile this data to corresponding in-
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formation on file at the Corporation are ineffective. This information is necessary
to support the payment of education awards and to validate the accuracy and com-
pleteness of the data supporting the calculation of the service award liability.

Fund Balance with Treasury.—The reconciliation of Corporation records to those
maintained by Treasury is not performed in an effective manner and does not ade-
quately support the separate balances related to Appropriations, Gift, and Trust ac-
counts. Not reconciling fund balances could result in material misstatements in the
financial statements and increases the risk that data in the general ledger is inac-
curate or incomplete. In addition, the absence of effective procedures increases the
risk that a misappropriation of cash could remain undetected, and hinders effective
cash management.

Net Position.—Adequate procedures for ensuring accurate and timely deobligation
of funds for undelivered orders are not in place, and changes in the components of
net position are not reviewed for propriety on a timely basis. As a result, the Cor-
poration reports obligations that will never be expended. Controls have not been es-
tablished to ensure compliance with appropriation laws.

Revenue from Reimbursable Agreements.—Procedures are not in place to ensure
revenue related to offsetting collections from reimbursable agreements is fairly stat-
ed and properly recorded in the general ledger accounts.

As a result of these eight conditions, the Corporation cannot provide reasonable
assurance that its assets are properly safeguarded, its financial information (includ-
ing budgetary information) is accurate, and that it complies with laws and regula-
tions.

Most of these conditions have been reported as material weaknesses since we
began auditing the Corporation. In response, the Corporation has initiated various
action plans over the past several years. However, as the above listing indicates,
much remains to be done.

The Corporation’s most recent Action Plan, issued December 21, 1998, incor-
porates many of the recommendations that we have made over the years to correct
these conditions. Issued in response to a Conference Committee report, it is by far,
the Corporation’s most ambitious plan to date.

Because the latest Action Plan has only been in effect for two months, it is too
early to know when or whether the Corporation will correct these serious defi-
ciencies. However, based on the Corporation’s history, it is clear that without a seri-
ous and continuous commitment of resources, and competent financial management
oversight and monitoring, the deficiencies will not be corrected in a timely and effec-
tive manner.

In addition to weaknesses in the Corporation’s financial operations, the audit
work completed to date has revealed two issues relating to compliance with laws
and regulations.

First, the Corporation is subject to the reporting requirements of the Government
Corporation Control Act, as amended. This Act requires Corporation management
to provide an annual statement on its internal accounting and administrative con-
trols consistent with the requirements of the Federal Managers’ Financial Integrity
Act—FMFIA. The Corporation recently made its first attempt at a Corporation-wide
assessment. However, the Corporation has yet to establish an effective risk-based
assessment program. The Corporation’s Action Plan indicates that by March 31,
1999, it will establish a formal management control plan.

Second, the Corporation has not submitted its annual management report in a
timely fashion and apparently will not meet the deadline this year. The Corporation
is required by law to submit an annual management report 180 days after the end
of its fiscal year. Its fiscal year 1998 report is due March 31, 1999. However, the
Corporation’s Action Plan indicates that it will not submit the report until April 30,
1999.

Equally important, the audit provided another benefit to the Corporation. Our
procedures revealed that, as of September 30, 1998, the National Service Trust has
a projected surplus of about $196 million. The auditors performed extensive analyt-
ical procedures on the actual usage of education awards and determined that the
Trust’s liabilities totaled about $161 million, which is about $100 million less than
the Corporation originally estimated. At September 30, 1998, the Corporation had
$357 million in Trust investments to fund this liability, resulting in the projected
$196 million surplus. Under the National and Community Service Act, as amended,
this excess can only be used by the Corporation to fund education benefits, including
payment of all or part of the attendance at an institution, repayment of student
loans, certain student loan interest, and payment of expenses for approved school-
to-work programs. The Corporation has requested that §93 million be appropriated
to the Fund in fiscal year 2000.
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Mr. Chairman, this concludes my prepared statement. I will be pleased to answer
any questions you or members of the subcommittee might have.

Senator BoND. Ms. Molnar, would you care to—do you have any
brief comments you wanted to make in addition to what was said?

Ms. MOLNAR. No, I do not, Senator Bond. I will be happy to an-
swer any questions you have.

Senator BOND. I have had a little experience as an auditor. It did
not really affect me that much and I did not learn that much but
I do understand some of audit speak. But let me try to make this
a little clearer.

You talk about, I guess, your major finding is a lack of control
at the top. For those of us who monthly fight the battle of the
checkbooks—and I would have to say that in the last column I al-
ways get the cents mixed up, and I miss agreeing with the bank
by a couple of dollars at the end of the month—now, are we talking
about problems that are way over in the right-hand column, in the
small figures? Or are you saying that the checks—some of the
checks are not entered into the book, some of the bills are being
paid twice? What, in layman’s terms, what is the impact of what
you say is this lack of control, and how serious is it?

Ms. JORDAN. The immediate impact on the financial statements
has been adjustments in the millions of dollars. For example, when
we held open for adjustment on the estimates of grants, advances
fmd payables, the adjustments in the first round exceeded $40 mil-
ion.

The adjustments to the other accounts ranged from $5 million,
$10 million, in that type of range. Cash is the one that you refer
to when you talk about the cents being different from the bank.

There were differences from the Treasury records that exceeded
about $2 million.

Ms. MOLNAR. $2.4 million.

Ms. JORDAN. That is a significant difference for the Corporation,
which is a small agency. More importantly, those differences are
not reconciled on the appropriation level, on the gift account level
or on the trust fund level. They are not tracked on a monthly basis.
That increases the risk of fraud.

Senator BOND. What is the risk of fraud? Is this a situation
where somebody could be absconding with funds or mis-billing or
committing fraud on the Corporation? What is the extent of the ex-
posure? Are you talking about mis-accounting? What is the impact
on the Corporation and on the taxpayers’ dollars?

Ms. JORDAN. First of all, we do find fraud and most recently the
court sent an executive director at one of our grantees to jail be-
cause of the fraud we found.

Controls are designed to reduce risk and prevent or detect errors
or irregularities. The Corporation’s controls are so weak that they
do not effectively detect. My investigators refer to the Corporation
as a target-rich environment.

Senator BOND. I think I understand that.

Ms. Molnar would you explain the discovery in your analysis of
the surplus of $196 million in the trust fund account?

Ms. MOLNAR. Certainly. The analysis that we performed on the
trust fund liability, which is what we were talking about, what you
make reference to, is the fact that members do earn certain awards
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based on the service that they have provided. And until recently
the Corporation has not had sufficient historical experience to actu-
ally figure out how many members will use their awards over the
lifetime that they are available to be used.

However, it is reasonable to expect that not everyone will use the
awards that they have earned and that some of them will expire
before the end of the 7-year period. But based on the information
that has now been available in doing some cash flow modeling, we
were able to determine that of those members who had earned
awards and those members that are still earning awards, it is like-
ly that only about 80 percent of those amounts will ultimately be
used, even though we have not reached the end of a 7-year period.

So based on those analyses and using statistical models, we com-
puted a new amount based on that information and compared it to
what the Corporation had recorded using a very conservative meth-
od, as you heard, expecting everyone to use their award. And the
difference was approximately $100 million and that is what you
have been referring to as a surplus.

That amount cannot be used just for anything. It must be used
for educational awards. And it is, therefore, available to both take
care of any unexpected use and also to fund other awards.

Senator BOND. Let me be clear on this. Taking a very conserv-
ative approach, if you had a program which potentially had $500
billion that could be spent, and you know from experience that 22
percent of it is not being used and you have a broad enough spec-
trum to make that a sound projection, the most conservative ap-
proach would be to say that you need to keep all $500 million even
though you know from past experience that 22 percent will not be
used at the end of the day.

Do I understand you to say that based on experience that you be-
lieve is adequate, that $110 million would be surplus, because with
only 78 percent being used, to the $500 million—if my math is cor-
rect—$110 million can reliably be predicted not to be used? Is that
a fair assessment?

Ms. MOLNAR. That is a fair assessment. And also, I guess, to ex-
pand on that a little bit, the trust fund itself, the money that is
in there, the investments that are funding the trust fund are also
earning interest that is also put into the trust fund. And that has
not been taken into consideration in determining what the ultimate
outflow or the availability is going to be in the most conservative
approach.

Senator BOND. Did you take into account the fact that all of a
sudden people may get religion or perhaps more accurately may get
education enthusiasm at the end of the 7 years and come running
back in and say, whoops, before this expires, I want to get my edu-
cation?

Ms. MOLNAR. We made some assumptions of a certain percentage
of youths every year until the entire 7 years is over. But we did
not take into account the fact that everyone who had not used it
would ultimately decide in the last hour, oh, my God, I have got
to use this money. That just is not a reasonable assumption.

Senator BOND. Senator Mikulski.

Senator MIKULSKI. Thank you very much, Mr. Chairman. And
really I am a very strong supporter of the IG’s office not only to
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detect, as you said, mismanagement, but it often has provided very
important managerial advice to the agency in which the IG func-
tions, so that they could better improve their both management
and fiscal accountability so we can do the mission. Accountability
is really mission. And so we thank you.

In terms of the use of the educational grant, I note that—I think
there is a lot of lessons yet to be learned but I am going to come
back to my question. What we see in VA now with the new kind
of group coming out, that often young people do not take advantage
of their educational grant until they gain a little bit more civilian
insights into their life, which is usually now in their late twenties,
and that is one of the reasons why I wanted the VA educational
benefit to be used for lifetime earning. I am not advocating this
here. But I think we will have a lot of lessons learned as we move
along.

Senator MIKULSKI. Ms. Molnar, I want to ask you a question be-
cause we then go to this. Obviously a great audit was done here.
My question is does KPMG have a lot of experience in auditing
nonprofits and community-based corporations?

Ms. MOLNAR. Yes, we do, across the country.

Senator MIKULSKI. That gives me confidence because this is not
General Motors here. Nonprofits, as you know, are often big on
idealism and they keep—and particularly at a very community,
neighborhood-based level where I worked for so many years—es-
sentially it is what I call the cigar box mentality. They just put ev-
erything in a box and say I will get to it because they were out ei-
ther organizing or helping build the housing.

Do you feel that part of the local accounting problems are based
on those kinds of community groups that do a great job in the com-
munity, but do a terrible job or mediocre job in keeping their
records? Or do you think this is far more systemic? You know the
kind of group I am talking about.

Ms. MOLNAR. I believe your assessment is probably correct in
that there are a number of grantees and subgrantees that were re-
ferred to earlier that do concentrate more on mission, in getting the
money out and not so much on administration and adhering to the
guidelines that have been provided to them for doing things right.
However, I do not think that that absolves them from complying
with laws and regulations and for submitting their financial activ-
ity reports on time. If they do not, they need to accept the con-
sequences, which may be that their funding will dry up.

Senator MIKULSKI. I appreciate that, Ms. Molnar. It is by way of
a temporary explanation. We have also within our portfolio here
something called the Neighborhood Reinvestment Corporation
which really teaches community groups how to both do a job in the
community and be accountable for the funds they receive, which is
often the groundwork for getting more funds to do even more, bet-
ter work in the community.

Do you think, as one of the mandated criteria for the awarding
of a grant, is that a state commission have criteria in place that
anyone who gets a grant from the National Service Corporation
have sound accounting as part of their ability to get a grant?

Ms. MOLNAR. Yes, I do. And I believe that those requirements
are probably already in their grant agreements.
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Senator MIKULSKI. I think we should maybe take a look at that
and then ensure that that really be an oversight, I mean, really a
vigorous oversight because it is what I would say to community
groups. You have got to get beyond the cigar box, because the more
you can show wise stewardship over the funds, the more likely oth-
ers will come in, like foundations, et cetera, whether it is literacy
or low-income housing services or whatever.

Let us go right to the audit. This is under—this checklist that
you have here for us, it does not look like progress has been made.
I want to clarify the chart. The chart that you have in your testi-
mony, Ms. Jordan, says that 1994 to 1996 it was unauditable. Then
when you move on you have materially weak, those little red
checks and then you have four areas of reportable conditions. But
then when we go over to 1998 the four reportables drop to two and
the red checks increased, which were meaning materially weak.

Are we making steady progress or are we losing ground here? If
you are making progress, that is one track we are on. I am just
looking at this chart.

Ms. JORDAN. As I said, progress has been slow. It has not always
been steady. Some things that could have easily been fixed have
not been fixed. Other things have worsened. The Corporation has
become auditable because it does a better job in retaining records.
We now can audit the Corporation because of that improvement.
Improvements have occurred but not always evenly. I hope that
this answers your question.

However, one other question that has come up. There are nine
conditions on that chart. The ninth area of weakness is procure-
ment and results not from the KPMG audit but an audit that we
did recently, which revealed material weaknesses in the Corpora-
tion’s procurement activities.

Senator MIKULSKI. I know our time is moving along and we have
to go to the CDFI. First of all, I want to thank you for your report.
And the question I asked you, Ms. Molnar, was more of a question
of background and never a question of competency, and we thank
you for your work.

I find this report quite troubling. And I find it troubling in the
sense—because it talks about leadership, and leadership is not only
management but it is about creating a state of mind. And, there-
fore, if the state of mind is not present about stewardship, then
that goes to the state commissions as well as then to local grantees.
And I think that this will have to be addressed in a different forum
about this.

But you have given us excellent MRI here. I am looking at the
epidemiology—you can see I am on Dr. Frisk’s health committee.
We are looking at the service that is rendered and what needs to
be done here. So I am going to thank both of you.

Senator BOND. Thank you, Senator. Thank you very much, Mrs.
Jordan and Mrs. Molnar. Senator Wofford, do you have a brief com-
ment on the pathologist’s report?

Mr. WOFFORD. Yes. Mr. Chairman, just a final brief word. We
will take advantage of your offer to clarify in the record.

Senator BOND. I appreciate that.

Mr. WOFFORD. Our main response is going to be in action and
we trust you are going to see it. We have a strong commitment to
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an all-out effort. My team and I have never worked as hard on any-
thing, certainly in my life. And you are going to see continued
progress.

ADDITIONAL COMMITTEE QUESTIONS

Senator BOND. Thank you. I know that we do want to give you
that opportunity and we will look forward to hearing your response
on that.

[The following questions were not asked at the hearing, but were
submitted to the Corporation for response subsequent to the hear-
ing:]

QUESTION SUBMITTED BY SENATOR BOND

Question. For fiscal year 2000, the Corporation is requesting $93 million for the
National Service Trust account. The IG stated in her testimony that as of Sep-
tember 30, 1998 the Trust’s liabilities totaled about $161 million but that the Cor-
poration actually had $357 million in Trust investments to fund this liability. As
a result, the trust has a projected surplus of about $196 million according to the
auditors. This raises questions about the need for the $93 million request. Do you
agree with the auditor’s assessment? When were you first aware of any surplus in
the Trust’s account? Has the surplus been factored into your budget requests? If so,
when did you first begin factoring in this surplus? Is the interest earned on the
Trust investments factored into your budgeting estimate? How many members could
be served with this surplus amount? How many members are you projecting to serve
with the $93 million you requested for fiscal year 2000?

Answer. The Trust liability reported in the financial statement as of September
30, 1998 is an incomplete picture of the full estimated liability. The liability re-
ported in the financial statement does not include estimates for members who start-
ed service during the summer and for members whose service, funded with fiscal
year 1998 appropriations, will start on or after October 1. These methodology used
by the auditors to calculate the liability estimate for the purposes of the financial
statements does not include these two factors; thus, the estimated liability is far
greater than reported in the statement and the reserve maintained in the Trust is
far less than described in the question. The methodology used to calculate the budg-
et request considers the two factors referenced above as well as estimates education
award utilization patterns. The Corporation does not believe there is an inappropri-
ately large surplus in the National Service Trust. Rather, the amounts in the Trust
represent a prudent reserve designed to ensure that all AmeriCorps members who
have earned an educational award will actually receive them. The following fact
sheet provides detailed information concerning the Trust, its funding history, and
our estimates of the current liability.

NATIONAL SERVICE TRUST ALLOCATION AND USE OF EDUCATION AWARDS: BACKGROUND
INFORMATION

The primary purpose of the National Service Trust is to serve as a secure finan-
cial repository in the Treasury for AmeriCorps education awards to be set aside for
eligible participants in national service programs. The Trust makes education
awards available to each individual who successfully completes a term of service in
an approved national service position.

Funds from the Trust may be expended for the purpose of providing an education
award to a national service member who has earned such an award, and must al-
ways be paid directly to the qualified institution (college, university or other ap-
proved educational institution or a lending institution holding an existing qualified
student loan) designated by the participant. Disbursements from the Trust may also
be used to meet certain interest expenses that may accrue when an individual has
obtained forbearance in the repayment of a qualified student loan during his or her
term of service, and for other purposes specifically designated in appropriations stat-
utes (scholarships for high school students).

The amount of the education award for completing a full-time term of service is
$4,725. By law, a member has up to seven years to use an education award that
he or she has earned. That seven-year period expires for the first group of
AmeriCorps members in 2002.

Operationally, each year the Corporation allocates a specific number of
AmeriCorps members to grantees based in part on the amounts available in the Na-
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tional Service Trust for education awards, funds appropriated by Congress for
AmeriCorps grants, and the quality of applications received for funding. In their
grant document, each grantee receives authorization for a certain number of full
and part-time AmeriCorps members. These numbers represent ceilings beyond
which a grantee cannot enroll members.

If a program does not actually enroll a member, then grant funds may not be
spent for the direct costs of that member and the slot held for the education award
is available for future use.

Under AmeriCorps*VISTA and AmeriCorps*NCCC, slots are reserved in the
Trust based on the size of the program budget and the number of members serving
in a given year.

Since the very beginning of the National Service Trust, the Corporation’s ap-
proach to managing was to be conservative to ensure we would have funds to honor
all awards earned. The Corporation’s authorizing legislation required an amount to
be deposited equivalent to the value of a full-time national service educational
award times the total number of approved national service positions. The legislation
also restricts the Corporation from approving national service positions under this
subtitle for a fiscal year in excess of the number of such positions for which the Cor-
poration has sufficient funds available in the National Service Trust for that fiscal
year. (See sections 121(c) and 129(f) of the National and Community Service Act of
1990, as amended.)

In general, in fiscal years 1994 and 1995 based on budgetary requests, the Con-
gress appropriated sufficient funds to pay members under the assumption that all
members would enroll in full-time service positions, complete service, and then fully
use the education award.

In fiscal year 1996, the amounts appropriated were reduced from $115 million to
$56 million, based on the consideration that not all members would complete service
and that a reserve had been created in the first two years. Budget justifications pro-
vided to the Congress since then identified these factors, as well as the interest
earned on Trust Fund investments, as having been considered in developing the Ad-
ministration’s budget requests.

The Corporation has followed this approach in the development of the fiscal year
2000 budget. Our request for the Trust is $93 million. If everyone earning an award
based on the fiscal year 2000 budget was to use the entire full or part-time award,
the amount of budget authority needed to fund these awards (including the Presi-
dent’s Student Service Scholarship Program) would be $167 million. This amount
is not required because not all members enrolling will earn and use an award, and
because of funds that remain available at the start of the year.

In developing budgetary requirements, attention must also be paid to the need for
a prudent reserve and the avoidance of major fluctuations in annual budget require-
ments. A prudent reserve guarantees that the Trust can adjust to changes in annual
program funding levels, and changes in usage patterns, without having to present
the Congress with a request for immediate funding needs or annual fluctuations in
budget requirements. Historically, Congress has been critical of agencies that
present major annual budget fluctuations in requirements based on changing esti-
mates. Quite frankly, it is extremely difficult for the Congress to consider budgetary
requests that could fluctuate significantly, given the appropriations process and
spending caps.

The budget estimates reflect, by necessity, insufficient experience with patterns
of usage of the education award. The first class of Trust enrollees has yet to exhaust
its 7 year availability period for using the award. We will not have a refined esti-
mate until several classes of members have exhausted the availability period. More-
over, modest adjustments in assumptions over a multi-year period have a significant
impact on estimated requirements.

Finally, there are several major difficulties with using the liability estimate alone,
as developed by the auditors in preparing the financial statements, for considering
Trust Fund requirements in the 2000 budget. Specifically, the liability estimate,
being by design a snapshot as of September 30, 1998, does not reflect:

1. Activity after September 30, 1998 for some of the members enrolled by that
date—The liability estimate in the financial statements does not include amounts
for members who had not completed 15 percent of their service by September 30,
1998. The amount required for these members is approximately $36 million.

2. Enrollments after September 30, 1998.—The liability estimate in the financial
statements does not include amounts for any members projected to enroll after that
date and who are supported with fiscal year 1998 program funds, even though the
program budgets and the Trust appropriation for fiscal year 1998 specifically sup-

ort suﬁh members in this forward funded program. The amount is approximately
45 million.
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3. The fiscal year 1999 appropriation and projected program activity.—The Cor-
poration’s appropriation is less than the amount required to support the Trust activ-
ity in that year. In fact, under the assumption that all members earning an award
would fully use it, the budget is $64 million less than Trust requirements for that
year. Assuming that members use 78 percent of the amounts earned, our current
e}sltimate of Trust usage, the budget is $37 million less than Trust requirements for
that year.

4. The fiscal year 2000 budget and projected program activity.—As mentioned
above, if everyone earning an award based on the fiscal year 2000 budget was to
use the entire award, the amount of budget authority needed to fund these awards
(including the President’s Student Service Scholarship Program) would be $167 mil-
lion, or $74 million more than the request. Assuming that members use 78 percent
o}f; the amounts earned, the budget is $41 million less than Trust requirements for
that year.

Further Background Information on Members’ Use of the Education Award:

Those who served in program year 1994-95 had used 58 percent of the amount
they earned by the end of fiscal year 1998 and have used about 61 percent as of
March of this year. A major unknown is whether there will be a significant increase
in the use of the award by the first year class prior to the end of the seven-year
period. Some argue that many members will use the award before it expires; others
argue that former members are not likely to go to school several years after leaving
AmeriCorps. Only the experience of the next several years will fully resolve this
issue.

Before this year, the Corporation did not have enough data to predict a percent-
age of awards earned that would not be used in full by the end of the seven-year
period of availability. We predict that about 78 percent of these funds will be used
at the end of the seven-year period; however, for the reasons stated above this could
increase. In formulating the fiscal year 2000 budget, we specifically estimated that
22 percent of the awards earned would not be used.

Question. I understand that the Corporation’s current financial management sys-
tem is not Y2K compliant. Under the Corporation’s Action Plan, you plan to install
a new financial management system, called “Momentum,” by the end of June 1999.
However, some of the interim deadlines in the revised Action Plan have slipped. Are
you confident that the new financial management system will be implemented on
time? Does the Corporation have a contingency plan in case the new system does
not operate correctly or its implementation is delayed?

Answer. The Corporation continues to make good progress toward upgrading to
the new core financial management system, “Momentum.” The Department of Inte-
rior and AMS have been working closely with the Corporation’s new financial man-
agement system team. There have been some adjustments to the original schedule
and these are reported in the Corporation’s bimonthly Action Plan, however, we re-
main confident that the new system will be implemented on time. The Corporation
plans to go on-line with the new core system in July 1999.

We do have a contingency plan. Should there be any unforeseen delays in Momen-
tum implementation, the Corporation’s contingency plan is to continue to operate
the current accounting system, Federal Success, through September 30, 1999, and
start the new fiscal year, October 1, by manually entering summary data into Mo-
mentum. Momentum, itself, is a certified Federal system. The basic workings of the
software have been tested and meet Federal standards. The uncertainty is not Mo-
mentum software, but rather the Corporation’s ability to convert the data from the
old system into the new system. Our contingency plan is based on using the Momen-
tum software.

Question. 1 appreciate the work the Corporation has done on its performance
plans in response to the Results Act. In your written statement, you indicated that
the annual performance indicators measure aspects of program performance that
are in the direct control of the Corporation and that they would be useful oversight
and management of programs. Please explain in more detail how these indicators
are being used for oversight and management.

Answer. The Corporation’s 1999 and 2000 performance measures are used in sev-
eral ways and at many levels of activity by managers of national service programs.
AmeriCorps*State and National enrollment data, as an important example, is used
regularly by the Office of Recruitment to measure the results of targeted recruit-
ment efforts and to identify areas for more emphasis. The Trust Office uses the en-
rollment data as part of its management of the rapidly growing Trust obligations.
As our grantees come on-line this year with web-based reporting of enrollments and
terminations, we will be able to use these data to respond more quickly to grantees’
needs for training and technical assistance in areas like recruitment and member
retention.
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In Learn and Serve America, customer satisfaction surveys are being designed
now and data will be collected in the 4th quarter. Among Learn and Serve’s primary
customers are major educational institutions and organizations that are grantees
and subgrantees, such as state education agencies, colleges and universities, and
State Commissions on National Service. Our surveys will be asking representatives
of these institutions how well their needs for promoting service-learning are en-
hanced by our grant awards and what we can do in the future to make our partner-
ship a more productive one. We will be using the feedback from these surveys to
improve the quality of our support for the national service-learning community.

The National Senior Service Corps is using performance measurement to track
implementation of its important Programming for Impact initiative. Senior Corps
program officers and Corporation State Office staff, for example, are tracking the
rate at which local programs shift to outcome-based assignments. Each state has
target levels that have been set for this year, and State Offices are monitoring this
closely, making regular reports to the national office.

Question. I am a great believer in devolving program responsibilities to the local
level. Under some of your programs, the States have a significant role in admin-
istering programs. Last year, Mr. Wofford, you stated that devolving responsibility
to the State level has been a major emphasis of the Corporation and may be so even
more in the future. Could you tell us in what specific areas the Corporation has in-
creased roles and responsibilities of the States over the past year and what your
plans are in the upcoming year?

Answer. The Corporation continues to work with states on increasing their roles
and responsibilities. Examples and major changes are described below.

Grant Application Review and Recommendation Process.—The Corporation used
to conduct a peer review consisting of panels of outside experts for all new applica-
tions followed by a full staff review. Staff then recommended which programs to
fund. Since 1997 the Corporation no longer provides a peer review or full staff re-
view of new applications that states plan to fund with their formula grants. States
perform the peer and staff review, and the Corporation accepts the states’ funding
recommendations. Corporation staff checks applications for financial and pro-
grammatic compliance issues and until 1999 provided states with documentation on
both compliance and continuous improvement suggestions. In 1999 staff will simply
review states’ formula applications to check for compliance issues which will be
noted and handled during negotiations with states. Corporation staff will no longer
provide states with continuous improvement suggestions. Additionally, on a trial
basis in 1999 the Corporation did not provide a peer review of new applications that
states submitted for national competitive funds and instead relied on the states’
peer review process.

For fiscal year 2000 the Corporation is discussing the possibility of further devolu-
tion in which states would submit applications chosen for formula funding for the
record but there would be no Corporation staff review. Instead states would certify
that they have reviewed all applications for financial and programmatic compliance
and will resolve all issues with programs before awarding funds.

Statewide Initiatives.—Last year the Corporation gave states the option of submit-
ting individual America Reads proposals or a statewide America Reads initiative.
The statewide initiatives provided greater flexibility. They also allowed states to
submit a plan delineating statewide needs, America Reads activities and types of
partners states would engage rather than requiring states to run a competition and
select programs ahead of time. State commissions responded favorably to this op-
tion. In 1999 the Corporation again offered the option of America Reads statewide
initiatives and added a Governor’s Initiative competition. This new statewide initia-
tive enables states to develop a plan that is tied to a governor’s priority. Funds re-
quested from the Corporation must be related to a larger plan and effort by the
state that would benefit by the inclusion of national service. The Governor’s Initia-
tive plan will include a substantial financial commitment from the state beyond the
statutory matching fund requirements for AmeriCorps programs. Many states are
pleased with this new initiative because it enables them to become partners in large
statewide efforts and provides a great deal of flexibility.

Program Development Assistance and Training Funds.—The Corporation has re-
duced the budget for national training and technical assistance providers and has
increased the program development assistance and training funds available to
states by 50 percent. In addition, by giving states greater flexibility in how these
funds can be used, commissions are now able to provide training that fosters col-
laboration among programs in various streams of national service.

Reporting Requirements and Site Visits.—The Corporation has been in discussion
with states for some time concerning ways to reduce reporting requirements. In-
stead of quarterly progress reports states now submit reports three times a year.
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The Corporation is exploring the possibility of reducing this further and requiring
semi-annual progress and financial status reports from state commissions. The pur-
pose and number of program site visits has changed. Corporation staff visit far less
program sites than before and are more focused on evaluating the performance of
state commission staff’s site visits.

Fixed Price Grants.—In 1999 the Corporation awarded fixed amount grants to
AmeriCorps Promise Fellow grantees. Using fixed amount grants, the Corporation
awards a fixed amount of funding per AmeriCorps member and the grantee secures
any additional financial support necessary to carry out the program. These grants
eliminate the need for a detailed line item budget and various accounting and record
keeping procedures by programs as well as state commissions. Beginning in 1999
Education Awards Programs will also be issued fixed price grant awards.

Question. Literacy is a very important priority for me. This subcommittee has pro-
vided funding for child literacy activities such as the America Reads and other ini-
tiatives. Could you please give me a status [report] on America Reads and other lit-
eracy efforts of this Corporation and what sort of impact these initiatives are having
on child literacy rates?

Answer. National service is actively engaged in supporting literacy programs
across the country, an area that is of keen interest to this Subcommittee.

Everywhere I go and talk with teachers, principals, and other education profes-
sionals, they tell me how it is extremely important that the entire community sup-
port efforts to teach young children to read. Volunteers do not substitute for the
teacher’s responsibility to teach a child to read. And, as first teachers, parents have
a critical role to assure success.

Most of what we do is to supplement the role of teachers by providing additional
one-to-one support for children, including after-school, weekend, and summer pro-
grams. We are also heavily involved in programs providing support to parents to
make them effective first teachers of children.

I’d like to stress six points about our role in this literacy initiative, a goal shared
by governors, school superintendents, and employers across the country:

First, we have a long history in all of our programs—AmeriCorps, Learn and
ngzfrve America, and the National Senior Service Corps—of supporting local literacy
efforts.

Second, we provide resources, mostly in the form of people, to local programs.
They determine the literacy approach, and we are there to support it. In states as
diverse as Rhode Island and Washington, AmeriCorps, service-learning, and senior
volunteers are supporting statewide literacy efforts.

Third, we establish local relationships with programs that have expertise in lit-
eracy. Examples include school systems, state education agencies, Even Start pro-
grams, Head Start programs, volunteer literacy organizations, citywide reading pro-
grams, and universities and colleges. These entities have structured programs that
make the best use of national service and volunteers.

Fourth, we insist that all local programs provide quality training for those work-
ing with children. And we encourage the training to be done by experts—reading
specialists, university professors, and others.

Fifth, we have partnerships at the national level with key education organiza-
tions, including the Department of Education.

Sixth, and finally, we believe in the bottom line—our efforts need to be evaluated
as to whether we are helping local literacy programs meet an objective of having
children read well and independently by the end of the third grade. There is much
evidence that this one-to-one support for children, when it is well done, works. The
recently released study by the National Academy of Sciences, on the issue of volun-
teer tutors, reached this conclusion: “Volunteer tutors are effective in reading to
children, for giving children supervised practice in oral reading, and for allowing op-
portunities for enriching conversation.” They also said the role of volunteers should
not be “to provide primary or remedial instruction.” That is, of course, the role of
teachers.

As I indicated in my testimony and in response to other questions, there is grow-
ing evidence of the effectiveness of these literacy programs. And we are supporting
a nationwide evaluation to determine the effectiveness, in the aggregate, of national
service efforts.

Question. In response to congressional concerns about the costs of the Corpora-
tion’s programs, the Corporation agreed to a number of cost-cutting steps such as
reducing average participant costs. For the record, please give us a status and a de-
scription of the specific actions the Corporation has taken to reduce per-participant
costs.

Answer. Over the last several years, the Corporation has taken a series of steps
to reduce the per member costs in the AmeriCorps program.
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In 1996, the Corporation entered into an agreement with Senator Grassley and
others to reduce its average budgeted cost per AmeriCorps member to $17,000 in
fiscal year 1997, $16,000 in fiscal year 1998, and $15,000 in fiscal year 1999. We
are on target to achieve these goals.

Meeting them has required a series of actions. Beginning in fiscal year 1996,
AmeriCorps State and national grantees were informed that the cost per member
had to be reduced by at least 10 percent in programs that averaged above $13,800
per member, excluding education awards. Subsequently, average Corporation budg-
eted costs per member in these grants was reduced to $11,750 in fiscal year 1997
and $11,250 in fiscal years 1998 and 1999. Further, a maximum Corporation con-
tribution per project was set at $14,500.

Beginning in fiscal year 1996, no Corporation funds were to be spent on the relo-
cation of members under AmeriCorps grant programs. This prohibition has re-
mained in effect to the present time.

Grants to federal agencies were discontinued in program year 1996-97.

Also since fiscal year 1996, certain items which were originally required to be part
of the budget were made optional, thereby providing projects with greater flexibility
to reduce budgets.

The education award only program, introduced in the fall of 1996, has grown rap-
idly. Under this program, the Corporation provides the education award and a mod-
est amount, averaging less than §500, for program support, while the project pro-
vides all other costs, including members’ living allowances. When originally de-
signed, the Corporation anticipated this program operating initially at a modest
level of 2-3,000 members annually. The Corporation has actually achieved 3—4
times these levels in fiscal years 1997 and 1998, and expects continued high levels
of participation in fiscal year 1999.

Matching requirements were increased to from 25 percent to 33 percent for non-
member costs.

Under the AmeriCorps*National Civilian Community Corps, specific cost reduc-
tions have included the closing of a large campus in 1995; a decrease in the member
living allowance from $8,000 per annum in fiscal year 1994 to $6,000 per annum
in 1995 and finally to $4,000 per annum in 1996 to date; and a reduction in staff
from fiscal year 1995 to fiscal year 1998 of some 38 percent.

Under AmeriCorps*VISTA, the Corporation has expanded its “cost share pro-
gram,” where the majority of the costs of supporting a member is paid by non-Cor-
poration sources.

Qu?estion. Have your cost-cutting actions had any impact on program perform-
ance?

Answer. Many of these measures are intended to increase support from state,
local, and private sources, thereby decreasing the reliance on the amount per mem-
ber provided by the Corporation. In general, as measured by the successes of efforts
such as the education award program, this strategy has been successful. In projects
where the mixture of support has changed to a reduced reliance on federal support
and a greater share of non-federal support, we don’t believe there is a negative ef-
fect on program performance. A recent review of the education award program did
identify, however, a number of areas for improvement, and we intend to pursue such
changes to assure program quality.

In some instances, we have heard from projects that they are unable to increase
the amount of non-Corporation support and will need to drop its AmeriCorps pro-
gram. These organizations are typically smaller, less-well financed, community-
based entities. To date, these have been relatively isolated cases; however, we in-
tend to monitor this situation carefully as the continued involvement of such organi-
zations in AmeriCorps is important to achieving its stated mission and goals.

Other measures have reduced the total amount of support per member in a
project. While some of these measures represent efficiencies following an initial
start-up period, there is also some evidence that important support functions, such
as training and evaluation, may suffer a disproportionate share of reduced budgets.
We also continue to monitor this situation carefully, and are committed to assuring
that projects not sacrifice quality in a manner that will affect AmeriCorps’ ability
to meet its long-term goals.

While the Corporation continues to advocate greater state, local, and private sup-
port for AmeriCorps programs, there is also the reality that there is a basic amount
necessary to enable an individual to provide a year of full-time service in a local
community in a high quality program that meets community needs.

Further, the National and Community Service Act sets forth a number of different
programs that are to be supported in the areas of education, public safety, the envi-
ronment, and health and other human needs. These different program models of na-
tional service are frequently delivered by varying types of local organizations, with
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significant differences in capacity and financial resources. If national service is to
continue to be provided in a decentralized manner through these wide varieties of
local service agencies, reaching out to community organizations, faith-based entities,
and nonprofit organizations with limited financial resources, then any funding strat-
egy must recognize the need for continuous, flexible support from the Corporation.

Finally, we are initiating a study of this particular issue because of its importance
to AmeriCorps’ mission and goals, and will report its results to the Congress.

Question. The Corporation has requested about $11 million in fiscal year 2000 to
fund training and technical assistance. I understand that most of the grantees have
a fairly long-term relationship with the Corporation. Given this long-term relation-
ship, how long do you expect the Corporation to continue funding for training and
technical assistance? How does the Corporation determine which programs/grantees
are eligible for which training and technical assistance programs? Has the Corpora-
tion performed any analysis of which programs (newer versus older) are receiving
which types and amounts of training and technical assistance?

Answer. The Corporation’s training and technical assistance system was designed
not only to help develop high quality programs but also to help them maintain suc-
cessful levels of operation. The commitment to the continuous improvement of na-
tional service programs is a fundamental concept of the Corporation’s training and
technical assistance approach. We believe that there is always something new to
learn and room to improve; always new, higher levels of sophistication of operation
and effectiveness to achieve. The Corporation provides training and technical assist-
ance, customized to the experience and sophistication of the grantee, to address both
immediate and long-term needs.

The reality of operating non-profit service organizations includes managing high
staff-turnover and addressing ever changing, compelling community needs. So while
the Corporation assists national service organizations to develop and institutionalize
good operational systems, there are many times when we receive repeat calls from
the same program but different, new staff or to help address new problems. In addi-
tion, the number of requests is directly related to the number of grantees. Recent
significant increases in national service programs have therefore caused an increase
in the number of requests for training and technical assistance.

Training and Technical Assistance strives to keep grantees abreast of tried and
true effective practices, as well as the latest thinking, technology, practices and ap-
plications in the national service field. Corporation-provided training and technical
assistance is relevant and useful in addressing grantees’ needs as evidenced by a
recent customer satisfaction survey where approximately 85 percent of the respond-
ents indicated satisfaction with these services. National service program staff appre-
ciate this resource and see the value of accessing it for their varied professional de-
velopment and continuous improvement needs.

Training and technical assistance—that is, ongoing or targeted project support
and member or staff training—is available to Corporation programs at the local,
state, regional and national levels. All Corporation funded programs are eligible for
this assistance. Programs request assistance directly or are referred by their respec-
tive administrative entities (e.g., State Commissions) or Corporation staff based on
nleeds of program. Most training and technical assistance occurs at local or state lev-
els.

We are committed to continuous program improvement. Programs’ strengths and
weaknesses are identified at local and state levels through program monitoring and
formal and informal needs assessments. In addition, the Corporation regularly con-
ducts nationwide needs assessments (in 1993, 1996, and 1999 respectively) which
identify both effective practices and training needs of grantees and sub-grantees, es-
pecially those that cut across programs and states.

The Corporation requires all its training and technical assistance providers to
keep records of the number and types of programs to which they provide services,
as well as the type of service provided. As we have reviewed both the performance
of our providers and the progress of our programs, we have found that programs’
needs for technical assistance are driven less by the length of time it has been in
operation than by the needs of the staff operating the program.

For example, the director of a program that has received an AmeriCorps grant
for three years may leave to lead another program. The new program director may
likely be hired from outside AmeriCorps, changing the needs of this “old” program
to be more like those of a “new” program.

We have found that centering our needs assessment on what is required by a pro-
gram director and staff for the success of their program to be more useful for decid-
ing how to deploy our training and technical assistance resources. While evaluation
of our training and technical assistance services shows that 85 percent of recipients
rate the service as good or very good, we are also mindful that programs’ needs
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change with time, particularly as they branch out into new areas of service, such
as the America Reads initiative or the increased emphasis on mentoring spurred by
the Presidents’ Summit and America’s Promise.

We are currently conducting our third national assessment of the needs of our
programs. We will likely find that much of the type of assistance we’ve traditionally
provided for newer programs will be replaced by new needs arising from the chang-
ing needs of our program directors, their staff and members.

Question. The Corporation noted in its budget submission that it would “share
with the grantees the lessons learned across program for rigorous monitoring and
evaluation.” What lessons have been learned thus far from the monitoring effort?
Please describe the Corporation’s proposed use of Evaluation funds in its budget
submission? Does the Corporation have a monitoring and evaluation office or divi-
sion? Is there a site visit schedule? Is there a site visit protocol? Are there written
site visit reports?

Answer. Funds will be used to support the independent evaluation of National
Service programs, to determine their impact on communities, recipients of services,
and members/participants providing the service.

The Corporation has an evaluation office within the Department of Evaluation
and Effective Practices. As the Aguirre evaluation study reflects, much has been
learned about the effects of AmeriCorps programs. We are also developing a means
of disseminating “effective/best” practices to Corporation funded programs via elec-
tronic means (e.g., websites, listserves), in addition to our traditional distribution
methods.

Monitoring of grantees and sub-grantees is conducted by AmeriCorps program
and grants staff as well as the State Commissions. The Corporation’s
AmeriCorps*State/National, as well as the Grants Management Office staff, have
established protocols for conducting site visits. A schedule is developed at the begin-
ning of each fiscal year based on an assessment of risk factors. The site visits focus
on state commissions and direct grantees (national non-profits, tribes and terri-
tories) to review their fiscal and program management systems. These grantees are
responsible for conducting site visits to the programs and operating sites. Each site
visit, whether conducted by the Corporation, state commission, or national non-prof-
it organization, has written documentation and results in a letter that is sent to the
grantee/sub-grantee.

Information gathered by the program staff during the monitoring process is em-
ployed in a variety of ways to promote continued improvement of grantee programs.
Regular communication among grants and program staff permits our staff to detect
and react to patterns in grantees’ performance and/or needs. For example, when in-
adequacies in certain record-keeping practices were raised regarding several grant-
ees, the monitoring protocol was modified to ensure that those systems were scruti-
nized for all grantees, thereby detecting and correcting any additional problems.
When monitoring officers began to report concerns about certain grantees’ financial
systems, a mandatory financial management conference was held to ensure that
grantees had the proper information. In the first years of the Corporation, informa-
tion gained during monitoring was used to fine tune the grant application process
so as to encourage successful program designs. In these ways, monitoring becomes
part of the information loop that permits the Corporation to serve as well as guide
its grantees.

In addition, this spring and summer, we will be field testing a Commission admin-
istrative performance standards review process which will allow us to assess the
overall administrative operation of State Commissions.

QUESTIONS SUBMITTED BY SENATOR SHELBY

Question. The Shelby County Commission and the Directors of the Shelby County
Retired and Senior Volunteer Program (RSVP) have determined that the multi-
county program that Positive Maturity now sponsors is insufficient for serving the
needs of Shelby County given its population growth over the last decade. Given the
surplus funds in the National Service Trust and the additional funds the President
is requesting for the Corporation for National Service, how can you justify not sup-
porting an independent program for senior citizens of Shelby County?

Answer. We appreciate Senator Shelby’s continued interest in the administration
of the RSVP program in Shelby County.

It is important to note that the Corporation for National Service does not believe
there is a surplus in the National Service Trust. Rather, the funds in the Trust rep-
resent an appropriate reserve designed to ensure that AmeriCorps members who
earn an education award receive that award. Even if a surplus existed in the Trust,
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the Corporation cannot transfer these funds to any other program, including the
RSVP program. Not only is the National Service Trust funded in a different appro-
priations measure (the VA-HUD appropriations bill) than the RSVP program (the
Labor-HHS-Education appropriations bill), but specific language contained in the
VA-HUD appropriations bill prevents the Corporation from transferring Trust
funds to any other use, even among the other national service programs funded by
that appropriations measure.

In addition, there have only been very limited funds for new RSVP programs in
recent years. New funds are being used by the Corporation in accordance with the
requirements of the Domestic Volunteer Service Act and the appropriations bill for
fiscal year 1999. The Act requires the Corporation to direct one-third of any new
funds to existing programs for programs of national significance. The appropriations
bill also requires a 3 percent administrative cost increase before new programs can
be funded. As a result, there is only a limited amount of funding for new programs.

The decision on the reach of a local RSVP service area has purposefully been kept
at the state and local level by the Corporation, since we believe that individuals at
that level are in closer touch with the needs of the community. When the Corpora-
tion awards an RSVP grant, it approves a service area proposed by the grantee in
which volunteers are recruited and placed. Subsequent changes in the service area
must be requested by the local sponsor and approved by the Corporation. If Positive
Maturity, Inc., the grantee in a five-county area that includes Shelby County, wish-
es to establish a different service area, our Alabama State Office will work closely
with them to assess its impact on existing project operations.

Should Positive Maturity decide to relinquish part of its grant in order to estab-
lish an independent project in the approved service area, we will conduct a competi-
tive process for new sponsorship. Depending upon an analysis of current population
alnd lEilsVP funding allocations, the Corporation designates the area(s) of competitive
eligibility.

Currently, 55 percent of U.S. counties lack any access to the RSVP program at
all, and many of these counties have long expressed an interest in competing for
new resources as they become available. As a result, the Corporation cannot justify
establishing an independent program in Shelby County, which is currently being
served, except through a competition available to these unserved areas as well.

In order to facilitate the best possible outcome for all involved, the Corporation
has taken the initiative of trying to encourage discussions between all interested
parties at the state and local level. These parties are in the best position to make
final decisions about the best service delivery structure in Shelby County and the
surrounding areas in Alabama. We will continue to encourage that process and to
support the decision of the community on this subject.

QUESTIONS SUBMITTED BY SENATOR KYL

Question. What is the total dollar value of all compensation and/or benefits pro-
vided to a typical AmeriCorps volunteer in exchange for a year of service—broken
down by stipend, college tuition voucher or credit, health insurance, child care, or
anyqother applicable benefit? What is the total average cost to taxpayers per volun-
teer?

Answer. Under the National and Community Service Act, local programs have
some flexibility in setting specific benefit levels for AmeriCorps members. A full-
time member typically receives:

—A stipend or living allowance set at levels minimally necessary to permit full-
time service; the typical amount this year is $8,300, of which the Corporation
pays no more than 85 percent of that amount.

—Health care that averages between $900-$1,100 in annual costs, although the
1998 average cost for AmeriCorps*State and National is about $500 per mem-
ber, because many members maintain existing coverage at their own cost.

—Child care when necessary, which is needed by only a few members and there-
fore averages about $200-300 across all members.

—An education award upon successful completion of service of $4,725.

The Corporation’s average budgeted cost per full-time AmeriCorps member, across
all programs, is currently $15,300 for the program year 1998-99. This average in-
cludes all AmeriCorps programs, including AmeriCorps*State, Ameri-
Corps*National, AmeriCorps*Education Award, AmeriCorps*VISTA,
AmeriCorps*NCCC, and the new AmeriCorps*Promise Fellows. By law and Cor-
poration policy, organizations using AmeriCorps members are expected to provide
a significant portion of the program’s costs.
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Question. In your written testimony, you discussed the literacy programs sup-
ported by the Corporation and the results achieved for the 1996-1997 program year.
You mentioned on page 11 that 67 percent of youth tutored in grades 1-12 showed
improvement. But these results were apparently self-reported, and you cite only a
few independent evaluations of the progress that is actually being made. Has there
been any attempt to incorporate regular independent review of the improvements
made by students in each of the various programs in which AmeriCorps participants
are involved—in terms of test scores, grades, or other measures of achievement?

Answer. Local projects define objectives and measure their progress against those
objectives. Many independent assessments are conducted of local programs. In many
literacy projects, this information is in fact gathered by local school officials as part
of their ongoing responsibilities for providing education.

Summarizing this information across projects is extremely difficult, however, be-
cause they have different objectives and use a wide variety of techniques and meas-
urement devices to assess progress. For example, a simple measure such as im-
proved attendance may or may not be part of a program’s objectives, and different
school systems have different techniques for measuring attendance. The Corporation
does not impose specific measures for all local literacy projects.

There have been many independent evaluations of effective tutoring programs,
and we have identified some of those in our written testimony. We specifically pro-
mote the adoption of the effective practices identified in the research by projects
using AmeriCorps members to help them achieve their objectives.

To obtain impact data across all projects, and as noted in response to an earlier
question, the Corporation is engaged in a national study of literacy projects. The
first phase of that study is a descriptive analysis that will permit us to characterize
how these programs’ practices compare to what is known about effective program
models. Data from this study will be available in Fall 1999. The second phase of
the study, to begin in September 1999, will collect outcome data on reading ability
in a rigorous design intended to permit us to make definitive statements about the
effects of Corporation-sponsored tutoring efforts. Results from that phase of the re-
search will be available late in 2000.

Question. In your testimony, you mention other activities in which AmeriCorps
participants are involved, including after-school programs for at-risk youth (page
12). What are the specific after-school programs in which AmeriCorps participants
are engaged? Has there been any independent evaluation of how successful these
programs have been, in terms of academic achievement, youth crime rates, etc.?

Answer. While there have been studies of various education related programs
(e.g., tutoring, literacy), which may occur in-school or after-school, there have been
no independent studies of AmeriCorps participants serving just in after-school pro-
grams. Please see the attached list of all after-school programs.

Grantee: Alabama State Commission on National and Community Service

Subgrantee: Birmingham Cultural and Heritage Foundation

Program Name: AmeriCorps*In Tune

Grant Type: State Program

Full-time AmeriCorps members: 25

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members provide tutoring and homework as-
sistance, music instruction, and preparation for musical performance to increase the
academic performance, improve attitude toward learning, and increase participation
in school of 300 K-8 students in Birmingham’s Enterprise Community.

Grantee: Alabama State Commission on National and Community Service

Subgrantee: Family Healthcare of Alabama

Program Name: Rural AmeriCorps Student Project

Grant Type: State Program

Full-time AmeriCorps members: 25

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members tutor and mentor 400 disadvantaged
and predominantly African-American students in grades K-6 to improve their aca-
demic performance and school attendance. Seventy-five percent of students are ex-
pected to increase by at least one letter grade in math or reading. Services are pro-
vided at ten schools during regular school hours, in after-school and weekend pro-
%agls, as well as during the summer in rural Greene and Sumter Counties in west

abama.

Grantee: Alabama State Commission on National and Community Service
Subgrantee: Butler Co. Board of Education
Program Name: AmeriCorps Instructional Support Team
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Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members tutor and mentor 250 K-3 students
in three rural Alabama schools. Members tutor students individually and in small
groups, provide mentoring in after-school activities and provide homework assist-
ance and enrichment activities. Member service will result in improved academic
performance, improved attitude toward school, and improvement in attendance.

Grantee: Alabama State Commission on National and Community Service

Subgrantee: Calhoun Community College

Program Name: Calhoun Community College AmeriCorps Program (CAP)

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members tutor and mentor 300 K-3 children
in an America Reads initiative in ten north Alabama elementary schools. Eighty
percent of students increase reading skills by at least one grade level. Members also
conduct after-school and summer educational programs for children and youth. The
program is endorsed by Decatur’s Promise.

Grantee: Alaska State Community Service Commission

Subgrantee: Nine Star Enterprises, Inc.

Program Name: AmAK Literacy Project

Grant Type: State Program

Full-time AmeriCorps members: 16

Part-time AmeriCorps members: 2

Program Descriptions: AmeriCorps Members serve in 16 community based organi-
zations providing literacy and computer training to preschool and elementary school
students and their families. Members serve in single site placements in rural com-
munities in Alaska.

Grantee: Arkansas Commission on National and Community Service

Subgrantee: Southeast Arkansas Community Based Education Center

Program Name: POP’s Latchkey Program

Grant Type: State Program

Full-time AmeriCorps members: 6

Part-time AmeriCorps members: 6

Program Descriptions: AmeriCorps Members provide a safe haven and enrichment
activities for children in Kindergarten through 6th grade, assist with Spanish trans-
lation for parents and students in schools, and offer life skills trainings to families.
Members are placed in four elementary schools and two child care centers.

Grantee: California Commission on Improving Life Through Service

Subgrantee: Child Abuse Prevention Council of Sacramento, Inc. +

Program Name: Child Abuse Prevention Council of Sacramento, Inc.

Grant Type: State Program

Full-time AmeriCorps members: 70

Part-time AmeriCorps members:

Program Descriptions: 70 AmeriCorps members serve a consortium of public and
non profit organizations in three municipalities whose purpose is to provide a con-
tinuum of services to children at risk for neglect or abuse. Members are recruited
from the communities surrounding three service centers to tutor/mentor children
identified by child protective services or their teachers for participation in the pro-
gram. Some members serve in the centers to assist with intake and make referrals
to services for families. Members also serve as points of contact from the apartments
and homes in which they live to serve members of the community in need. Many
members are receiving temporary assistance to needy families. The program also
provides training to 900 elementary students in a child prevention curriculum and
a summer recreation program which provides free lunches.

Grantee: California Commission on Improving Life Through Service

Subgrantee: California Conservation Corps—Cadre of Corps +

Program Name: Cadre of Corps

Grant Type: State Program

Full-time AmeriCorps members: 130

Part-time AmeriCorps members: 4

Program Descriptions: Cadre of Corps is a statewide AmeriCorps program spon-
sored by the California Conservation Corps. 134 AmeriCorps members are assigned
to one of nine sites, sponsored by a District Office of the California Conservation
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Corps or by a local conservation corps office. The areas served include Klamath,
Shasta-Pacific, Marin, San Francisco, Pacific Bays, San Jose, Central Coast, Los An-
geles, and Long Beach. Members provide tutoring for 1216 at risk youth, environ-
mental education for 6,217 students in 89 schools, and community service activities
for 7,332 youth in 49 communities or neighborhoods.

Grantee: California Commission on Improving Life Through Service

Subgrantee: California Conservation Corps—Watershed Project

Program Name: Watershed Project

Grant Type: State Program

Full-time AmeriCorps members: 147

Part-time AmeriCorps members:

Program Descriptions: The Watershed Project engages 147 full time members to
coordinate school and community partnerships that foster community responsibility
for healthy watersheds. Members assist teachers in developing service-learning ac-
tivities centered around watershed restoration and lead field trips for students to
complete service projects. Members also complete watershed restoration projects
such as protection against erosion or building trails. Members serve in 11 regions
of the California Conservation Corps system: Lassan/Plumas, Mendocino, Napa, San
Diego, San Francisco, Shasta, Siskiyou, Sonoma, Tahoe/Placer, Tehama and Trinity.

Grantee: California Commission on Improving Life Through Service

Subgrantee: San Diego State Unv. Foundation +

Program Name: CA YMCA/CSU PRYDE AmeriCorps Consortium

Grant Type: State Program

Full-time AmeriCorps members: 22

Part-time AmeriCorps members: 85

Program Descriptions: The YMCA PRYDE AmeriCorps program engages 22 full-
time and 88 part-time members to serve in five regions of California: San Diego,
Long Beach, Los Angeles, Oakland/East Bay, and San Francisco. Within each re-
gion, members are placed at school or YMCA sites to conduct after school program-
ming. Activities include academic/homework assistance, life skills development (con-
flict resolution, substance abuse prevention, pregnancy prevention, communication),
recreation activities, and field trips. A partnership with the local California State
Ungersity campuses provides training and technical assistance for members and
staff.

Grantee: California Commission on Improving Life Through Service

Subgrantee: Los Angeles Unified School District +

Program Name: AmeriLiteracy

Grant Type: State Program

Full-time AmeriCorps members: 50

Part-time AmeriCorps members:

Program Descriptions: AmeriLiteracy AmeriCorps members tutor elementary stu-
dents in fifteen schools throughout the Los Angeles Unified School District. The pro-
gram utilizes 5 distinct models for member involvement in the schools, ranging from
involvement in intersession classes to sustained tutoring, in which the same group
of children are tutored daily for 30 to 40 minutes.

Grantee: California Commission On Improving Life Through Service

Subgrantee: Los Angeles Conservation Corps +

Program Name: Building Up Los Angeles

Grant Type: State Program

Full-time AmeriCorps members: 50

Part-time AmeriCorps members: 60

Program Descriptions: In the Building Up Los Angeles AmeriCorps program, 50
full-time and 80 part-time members serve in teams at one of 7 clusters in the great-
er Los Angeles area: San Fernando Valley, South Central/Watts, Northeast, Holly-
wood, Pico Union, Central City, and East Los Angeles. Service objectives include:
(1) providing in-class tutoring in specific subjects and skills for students in grades
1-12 who are at risk of academic failure; (2) conducting after school and intersession
programs that provide academic assistance/enrichment and recreation activities; and
(3) holding seven 2 week Summerbridge Programs to prepare and mentor entering
middle and high school students for academic and personal success.

Grantee: California Commission on Improving Life Through Service
Subgrantee: Lifespan Services Network, Inc. +

Program Name: San Luis Obispo County AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 40
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Part-time AmeriCorps members: 10

Program Descriptions: The San Luis Obispo County AmeriCorps program engages
50 AmeriCorps members to serve at risk youth with goals of decreasing juvenile
crime, substance abuse, and teen pregnancy and increasing school success and posi-
tive behavior. Fourteen AmeriCorps members serve as mentors to 120 juvenile of-
fenders, helping them complete their probation contracts and resist new criminal ac-
tivity. Six members assist youth who are enrolled in the county’s substance abuse
program. Members assist youth in developing an action plan to resist substance
abuse and in learning positive decision making skills. Thirty members assist 240
youth who are at risk of academic failure.

Grantee: California Commission on Improving Life Through Service

Subgrantee: East Bay Conservation Corps

Program Name: East Bay Conservation Corps

Grant Type: State Program

Full-time AmeriCorps members: 159

Part-time AmeriCorps members:

Program Descriptions: 143 AmeriCorps members serve as literacy tutors for 1,300
Oakland students in 13 elementary schools to improve reading scores by at least one
grade level. Teams of 10—12 members provide in school and after school tutoring to
10 students each. 8 AmeriCorps members serve in a school health program which
involves children in the development and maintenance of the garden and introduces
a healthy diet curriculum. 8 AmeriCorps members work with teachers at the ele-
mentary and middle school level to develop service learning curricula and activities.

Grantee: California Commission on Improving Life Through Service

Subgrantee: EYE Counseling and Crisis Services +

Program Name: EYE Empowerment Corps

Grant Type: State Program

Full-time AmeriCorps members: 40

Part-time AmeriCorps members: 20

Program Descriptions: In the EYE Empowerment Corps, 40 full-time and 20 part-
time AmeriCorps members provide services for youth in the greater Escondido area.
Half of the members serve on the Community Services team and provide mentoring
to first time youth offenders. Members and youth participate in community service
activities as a means to: help students develop a service ethic, provide needed assist-
ance to the community, and create an environment where mentoring can happen.
The other group of members serve on the education team as mentors to children
who have been identified as being at risk for school failure. Members provide an
after school program where children receive academic assistance, participate in
recreation activities, and develop a relationship with another caring adult.

Grantee: California Commission on Improving Life Through Service

Subgrantee: Chancellor’s Office, CA Community Colleges +

Program Name: Chancellor’s Office, CA Community Colleges

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 724

Program Descriptions: 616 AmeriCorps Members recruited from the T-A-N-F
and other student populations of 15 community colleges are trained in the “rolling
readers” curriculum and tutor 7-9 children each in K-3 public schools and head
start programs. A minimum of 2,168 low-income and/or limited English proficiency
chilldren will complete 80 percent of their individual student literacy development
goals.

Grantee: California Commission on Improving Life Through Service

Subgrantee: City Year, Inc. +

Program Name: City Year San Jose/Silicon Valley

Grant Type: State Program

Full-time AmeriCorps members: 69

Part-time AmeriCorps members: 6

Program Descriptions: AmeriCorps members in the City Year San Jose/Silicon
Valley program are organized in diverse teams of 8 to 10 members. The 75 members
are involved in one or more of the following activities: tutoring youth to improve
basic academic skills, mentoring youth in the development of an ethic of citizenship,
providing assistance to low income families, seniors, and non profit organizations,
and providing safe and supportive environments for youth.

Grantee: California Commission on Improving Life Through Service
Subgrantee: Bay Area Community Resources—San Jose
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Program Name: San Jose AmeriCorps Program

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: The San Jose AmeriCorps program has 20 members who
serve in four schools in the Franklin McKinley Elementary School District. The
members address the needs of students who have a low rate of academic success.
Members tutor students in the classroom and after school, conduct intersession aca-
demic and recreation programs, and develop and implement activities to involve
parents of the student participants. In addition, members implement a sunshine
club intended to reduce truancy by having members meet with students before
school to help prepare them for the day and to ensure participation in a nutrition
program.

Grantee: California Commission on Improving Life Through Service

Subgrantee: California Conservation Corps Ambassador’s Mentoring Project

Program Name: Ambassador’s Mentoring

Grant Type: State Program

Full-time AmeriCorps members: 23

Part-time AmeriCorps members: 2

Program Descriptions: The Ambassador’s Mentoring Project supports 25
AmeriCorps members who are placed with agencies around the state that provide
mentoring services for youth and/or support mentoring initiatives. Members recruit,
train, and support individuals who serve as mentors. Members also serve as men-
tors for at risk youth.

Grantee: California Commission on Improving Life Through Service

Subgrantee: Amador Tuolumne Community Action Agency

Program Name: AmeriCorps Academic Mentoring

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 4

Program Descriptions: Members in the AmeriCorps Academic Mentoring program
tutor 200 at-risk K-8 grade students at 10 schools in Amador and Tuolumne coun-
ties. The goal of the program is to increase the students’ reading and math skills
and comprehension in other academic topics. Tutoring occurs before, during and
after school; in and out of the classroom; one on one and in small groups. Improve-
ment will be measured against an individual academic plan created for each student
and through standardized state test results (Stan 9). The 24 members also mentor
100 at-risk youth to increase positive personal growth and citizenship skills and to
reduce negative risk-taking behaviors such as truancy and disruptive behavior.

Grantee: California Commission on Improving Life Through Service

Subgrantee: Bay Area Community Resources—Larkspur

Program Name: BAYAC AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 79

Part-time AmeriCorps members: 10

Program Descriptions: AmeriCorps Members provide tutoring and mentoring to at
risk youth in Bay Area communities, so that they can achieve school success and
realize their potential. Members work in small teams with twenty collaborating
comrilunity based organizations to provide tutoring and mentoring to 2,155 young
people.

Grantee: California Commission on Improving Life Through Service

Subgrantee: California Human Development Corporation +

Program Name: Rural AmeriCorps Partnership

Grant Type: State Program

Full-time AmeriCorps members: 18

Part-time AmeriCorps members: 4

Program Descriptions: AmeriCorps members tutor and mentor middle school Lim-
ited English Speaking (LEP) students considered to be educationally at risk in order
to reduce the number of drop outs during high school. Members serve in teams of
two in middle schools in rural Sonoma, Yolo, and San Joaquin Counties and serve
a largely Latino population.

Grantee: California Commission on Improving Life Through Service
Subgrantee: Feather River Community College +

Program Name: AC Academic Mentoring Program of Plumas County
Grant Type: State Program
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Full-time AmeriCorps members:

Part-time AmeriCorps members: 40

Program Descriptions: AmeriCorps members mentor five educationally at risk
high school or college students to increase academic success, encourage attendance
in higher education, and prevent drop out. Each beneficiary will develop an indi-
vidual development plan.

Grantee: California Commission on Improving Life Through Service

Subgrantee: Volunteer Center of San Francisco +

Program Name: San Francisco AmeriCorps Collaborative

Grant Type: State Program

Full-time AmeriCorps members: 46

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members serve in public schools and commu-
nity based organizations in the Bay area to engage youth in service learning activi-
ties, mobilize adult volunteers and build sustainable school and community partner-
ships. Members serve in one of the four teams. One team’s activities focus on devel-
oping service learning activities, one is engaged in healthy start activities, one team
focuses on volunteer generation; and one team serves in child development centers
to increase literacy of pre-K to third grade.

Grantee: California Commission on Improving Life Through Service

Subgrantee: Partners in School Innovation +

Program Name: Partners/ACT

Grant Type: State Program

Full-time AmeriCorps members: 30

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members serve in small teams at schools serv-
ing K-12 students. Members support whole-system change efforts of schools. Activi-
ties are designed to increase literacy and reading comprehension and increase par-
ent and community involvement in the school.

Grantee: Catholic Network of Volunteer Service

Subgrantee: Catholic Network of Vol. Service

Program Name: CNVS AmeriCorps Program

Grant Type: Ed Award Only

Full-time AmeriCorps members: 750

Part-time AmeriCorps members: 286

Program Descriptions: Members will serve in areas of child care, school coun-
seling, tutoring, literacy, elderly outreach, social services, counseling and civic re-
sponsibility.

Grantee: City Year, Inc.

Subgrantee: City Year—Columbia

Program Name:

Grant Type: National Direct Central

Full-time AmeriCorps members: 48

Part-time AmeriCorps members: 4

Program Descriptions: City Year is a national non-profit with strong public-pri-
vate partnerships, devoted solely to full time national service and the development
of a diverse and well-trained corps. AmeriCorps Members serve in classrooms, run
after school and school break programs, teach violence and HIV/AIDS prevention,
rehabilitate public housing units and build parks and playgrounds. Members in-
crease academic success through in school tutoring, increasing parental involvement
and promoting conflict resolution. They increase civic responsibility by engaging
children and youth in out-of-school activities and meet needs of local organizations
through short term physical and human needs projects.

Grantee: City Year, Inc.

Subgrantee: City Year—Cleveland

Program Name: City Year—Cleveland

Grant Type: National Direct Central

Full-time AmeriCorps members: 95
Part-time AmeriCorps members: 10

Program Descriptions: City Year is a national non-profit with strong public-pri-
vate partnerships, devoted solely to full time national service and the development
of a diverse and well-trained corps. AmeriCorps Members serve in classrooms, run
after school and school break programs, teach violence and HIV/AIDS prevention,
rehabilitate public housing units and build parks and playgrounds. Members in-
crease academic success through in school tutoring, increasing parental involvement
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and promoting conflict resolution. They increase civic responsibility by engaging
children and youth in out-of-school activities and meet needs of local organizations
through short term physical and human needs projects.

Grantee: City Year, Inc.

Subgrantee: City Year—Columbus

Program Name: City Year Columbus

Grant Type: National Direct Central

Full-time AmeriCorps members: 57

Part-time AmeriCorps members: 6

Program Descriptions: City Year is a national non-profit with strong public-pri-
vate partnerships, devoted solely to full time national service and the development
of a diverse and well-trained corps. AmeriCorps Members serve in classrooms, run
after school and school break programs, teach violence and HIV/AIDS prevention,
rehabilitate public housing units and build parks and playgrounds. Members in-
crease academic success through in school tutoring, increasing parental involvement
and promoting conflict resolution. They increase civic responsibility by engaging
children and youth in out-of-school activities and meet needs of local organizations
through short term physical and human needs projects.

Grantee: City Year, Inc.

Subgrantee: City Year, Inc.—Parent

Program Name:

Grant Type: National Direct Central

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: City Year is a national non-profit with strong public-pri-
vate partnerships, devoted solely to full time national service and the development
of a diverse and well-trained corps. AmeriCorps Members serve in classrooms, run
after school and school break programs, teach violence and HIV/AIDS prevention,
rehabilitate public housing units and build parks and playgrounds. Members in-
crease academic success through in school tutoring, increasing parental involvement
and promoting conflict resolution. They increase civic responsibility by engaging
children and youth in out-of-school activities and meet needs of local organizations
through short term physical and human needs projects.

Grantee: Colorado Governor’s Commission on Nat’'l & Community Service

Subgrantee: Adams County School District 14

Program Name: Community Action on Reading and Education

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 4

Program Descriptions: Members serve as literacy instructors and tutors for chil-
dren in grades 1, 2, 3, 6, and 9. They also launch a family literacy program, and
provide instruction and tutoring to out-of-school youth. This program provides team
based services in an urban community.

Grantee: Colorado Governor’s Commission on Nat’'l & Community Service

Subgrantee: Sheridan School District # 2

Program Name: Sheridan Family Res. Center AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 29

Part-time AmeriCorps members: 1

Program Descriptions: AmeriCorps Members tutor and mentor at-risk youth in
the Sheridan School District. Members also implement interactive educational after-
school and summer camp programs for students. Additionally, Members coordinate
health promotion activities in the Sheridan School-Based Clinic.

Grantee: Colorado Governor’s Commission on Nat'l & Community Service

Subgrantee: St. Andrew’s Episcopal Church

Program Name: The Children’s Center for Arts and Learning

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 2

Program Descriptions: Members offer a free afterschool and summer program of
arts instruction and tutoring for at-risk children.

Grantee: Connecticut Commission on National and Community Service
Subgrantee: Bridgeport Police Dept. Regional Youth/Adult Substance Abuse
Project Program Name: Safe Neighborhood AmeriCorps Partnership, Year I
Grant Type: State Program



143

Full-time AmeriCorps members: 44

Part-time AmeriCorps members: 96

Program Descriptions: Members provide tutoring, mentoring, and community
service projects through after-school programs for 100 youth in the East End, East
Side and South End neighborhoods of Bridgeport. Members conduct home security
assessments and installations for 200 elderly residents, individuals with disabilities,
and other vulnerable populations in 6 Bridgeport neighborhoods. Members also en-
gage in community revitalization projects including planting community gardens,
boalzlding up abandoned buildings, and installing ramps for physically challenged
residents.

Grantee: Connecticut Commission on National and Community Service

Subgrantee: City of Meriden, Connecticut

Program Name: City SERVE! AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: Members provide in-class support and after-school enrich-
ment activities for 400 elementary school children. Members work one-on-one with
the students to improve their reading and writing abilities. Members also provide
enrichment activities for 8 preschool classes to prepare them to succeed in school.
In addition, Members provide after-school tutoring and mentoring for K-12 youth
to help improve their academic achievement and improve their behavior.

Grantee: Connecticut Commission on National and Community Service

Subgrantee: Leadership, Education and Athletics in Partnership

Program Name: LEAP

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 280

Program Descriptions: AmeriCorps Members tutor and mentor over 1,100 inner-
city children ages 7 through 16 in after-school programs. During the Summer
months Members live in the housing developments where the children reside and
provide structured activities throughout the day. The intensive tutoring and men-
toring provided by the Members result in improved reading skills, increased self-es-
teem and better social behavior for 80 percent of the participating school-aged chil-
dren. In addition, Members organize 300 community service activities for the chil-
dren, their families and neighbors to participate in during the program year.

Grantee: Connecticut Commission on National and Community Service

Subgrantee: Volunteer Center of Greater Bridgeport (BIRA)

Program Name: Bridgeport InterRegional AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 30

Part-time AmeriCorps members: 5

Program Descriptions: AmeriCorps Members coordinate community volunteer pro-
grams at high schools and community-based organizations throughout the city of
Bridgeport and its neighboring communities. Through their scattered-site place-
ments Members provide in-school and after-school activities for K-12 children to in-
crease math, reading and computer skills. Members also provide mentoring and
after-school enrichment activities for youth ages 6-14 to improve academic and so-
cial skills, literacy skills training for adult learners and their children, and health
and parenting education classes.

Grantee: Connecticut Commission on National and Community Service

Subgrantee: Community Action for Greater Middlesex County, Inc.

Program Name: CAGMC AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 8

Program Descriptions: AmeriCorps members serve in 15 rural communities in
Middlesex County where they tutor and mentor children in before, during, and
after-school programs. Members also work with parents of young children providing
them with assistance in accessing health care, and other services to help ensure a
healthy start for their children.

Grantee: Connecticut Commission on National and Community Service
Subgrantee: Southend Community Services, Inc.

Program Name: Hartford AmeriCorps

Grant Type: State Program
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Full-time AmeriCorps members: 30

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members serve in public elementary and mid-
dle schools in Hartford. They tutor children in English language arts, and provide
assistance in after-school programs like homework clubs. Members also engage
youth in service learning projects and recruit community volunteers to participate.

Grantee: Delaware Community Service Commission

Subgrantee: University of Delaware

Program Name: First State Mentor Corps, CHEP

Grant Type: State Program

Full-time AmeriCorps members: 3

Part-time AmeriCorps members: 63

Program Descriptions: AmeriCorps Members participate in the state-wide initia-
tive to enlist citizens to serve as one-on-one mentors. Members collaborate with
RSVP participants to recruit and train volunteers to serve as mentors to 800 pre-
kindergarten through middle school students. In addition, Members engage Dela-
ware businesses in Adopt-A-School mentoring programs.

Grantee: Educational Service District 112/Northwest Service Academy, Inc.

Subgrantee: Northwest Service Academy/ESD112—Parent

Program Name: Northwest Service Academy/ESD 112

Grant Type: National Direct

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: Educational Service District 112 serves largely as financial
overseer of the three sites, provides in-kind staff support, and acts as an advisor
on program-related decisions. The major responsibilities for program design, accom-
plishing objectives, day-to-day management and strategic planning rest with the
Northwest Service Academy executive director and the site directors. AmeriCorps
members at one residential and two non-residential sites restore Northwest water-
sheds, provide environmental education and academic reinforcement to schools, and
help rebuild communities.

Grantee: Florida Commission on Community Service

Subgrantee: Centro Campesino

Program Name: AmeriCorps Youth Pride

Grant Type: State Program

Full-time AmeriCorps members: 22

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members tutor and mentor 250 low income
youth ages 6 to 18 to ensure that 80 percent achieve grade level as measured by
the Basic Reading Inventory. Members also provide after-school activities to 350
students to decrease school suspensions and detention among 90 percent of those
served. Students’ parents are encouraged to attend a Parent Club. Members serve
in one of four school and two community-based sites. AmeriCorps YouthPride in-
volves over 20 adult mentors who volunteer 2,000 hours.

Grantee: Florida Commission on Community Service

Slﬂograntee: Academy for Better Communities—Barry University School of Social
Wor

Program Name: Americorps Barry University

Grant Type: State Program

Full-time AmeriCorps members: 18

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members provide individual and group social
services to 900 elementary school children in order to decrease school absenteeism,
detentions and suspensions by 24 percent, improve grades by 20 percent, and im-
prove classroom behavior by 25 percent. Members also provide to 450 parents class-
es and counseling sessions to improve parenting skills by 33 percent. Members serve
in small teams at six elementary schools and middle schools in Dade County.

Grantee: Florida Commission on Community Service

Subgrantee: College of Fine Arts, USF

Program Name: AmeriCorps Arts, USF

Grant Type: State Program

Full-time AmeriCorps members: 6

Part-time AmeriCorps members: 18

Program Descriptions: AmeriCorps members teach arts skills (dance, visual arts,
theater, music, singing, etc.) in after-school programs to 500 low income children
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ages 6 to 14. Members are assigned to one of nine Boys & Girls Club sites through-
out Hillsborough County and serve in teams. Small teams of volunteers are utilized
to support program activities through fund raising and assisting with service
projects. There 1s a 10 week summer component.

Grantee: Florida Commission on Community Service

Subgrantee: Eckerd Family Youth Alternatives, Inc.

Program Name: Americorps Hi-Five

Grant Type: State Program

Full-time AmeriCorps members: 14

Part-time AmeriCorps members: 10

Program Descriptions: AmeriCorps members tutor 90 elementary school students
so that 75 percent will increase one grade level in the targeted subject area. Another
90 students will be provided conflict resolution training to reduce disciplinary refer-
rals by 30 percent. Selected Members work with parents of students with chronic
behavioral problems, students who are struggling academically, and students who
are chronically absent from school so that 75 percent of the families will report in-
creased knowledge of their child’s academic progress and behavior in school. Mem-
bers serve in one of three elementary schools and four after-school locations. Volun-
teers are also recruited to serve as mentors to at-risk students.

Grantee: Florida Commission on Community Service

Subgrantee: Lake County Board of Commissioners

Program Name: Partners For Success

Grant Type: State Program

Full-time AmeriCorps members: 15

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members tutor 200 K—2 academically at risk
and under-achieving students to increase the reading ability by two grade levels of
80 percent of those participating. Members also provide out-of-school programs to
200 students to increase by 25 percent the study skills of at least 60 of those stu-
dents. Members serve at one of three elementary schools. AmeriCorps Partners for
Sucgess recruits and utilizes 50 community volunteers to collect books and read to
students.

Grantee: Frostburg State University

Subgrantee: Frostburg State

Program Name: Allen HallSTARS!

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 80

Program Descriptions: Members will tutor, mentor, and lead environmental activi-
ties for youth. Some member activities include taking part in the America Reads
Challenge.

Grantee: Georgia Commission for National and Community Service

Subgrantee: Fannin County Family Connection (NPPSIS/Fiscal Agent)

Program Name: AmeriCorps Service to Families in Fannin County

Grant Type: State Program

Full-time AmeriCorps members: 18

Part-time AmeriCorps members: 4

Program Descriptions: AmeriCorps members tutor 250 children in pre-school
through middle school during school hours and after school to improve reading and
math skills by Y2 grade level in 80 percent of students served. In addition, members
mentor 30 middle-school students to increase school attendance and decrease behav-
ior problems. Members also recruit community volunteers to deliver additional serv-
ices to children.

Grantee: Georgia Commission for National and Community Service

Subgrantee: Southwest Georgia Easter Seal Society, Inc.

Program Name: Easter Seal-AmeriCorps After School & Summer Enrichment

Grant Type: State Program

Full-time AmeriCorps members: 8

Part-time AmeriCorps members: 20

Program Descriptions: AmeriCorps members provide in-school and after-school tu-
toring, homework assistance, and supervised recreation for children with disabil-
ities, their families, and their non-disabled peers in five southwest Georgia counties.
In pre-school settings members develop and provide activities that support the
growth and early development of children with disabilities from low-income families,
and conduct parenting classes for these families. Members also assist program par-
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ticipants with daily living functions and provide them with opportunities for com-
munity service.

Grantee: Georgia Commission for National and Community Service

Subgrantee: City of Macon/Macon Police Department

Program Name: MPD/AmeriCorps Cadet Program

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 5

Program Descriptions: AmeriCorps members conduct bicycle patrols within five
low-income/high crime neighborhoods in this community policing program. In addi-
tion, members conduct crime prevention activities and operate police athletic
leagues and other enrichment services for at-risk youth. All activities are under-
taken to reduce the fear of crime within targeted neighborhood and increase civic
responsibility among neighborhood residents.

Grantee: I Have A Dream Foundation, Inc.

Subgrantee: I Have A Dream Foundation—New York

Program Name: “I Have a Dream” Foundation-New York/AmeriCorps

Grant Type: National Direct Sub

Full-time AmeriCorps members: 3

Part-time AmeriCorps members: 16

Program Descriptions: The I Have a Dream Foundation (IHAD) model connects
individuals who want to sponsor a group of children with neighborhood in need. An
entire elementary school class or an age group in a housing project become “Dream-
ers” and receive academic and social support designed to see them through high
school and into productive lives. Those Dreamers who graduate from high school are
eligible for college or vocational school tuition assistance. Members enable (IHAD)
sites to intensify their outreach to Dreamers, their families and the community. In
addition to tutoring and mentoring, providing academic and social enrichment,
members recruit and train community volunteers, organize family involvement ac-
tivities and lead Dreamers in community service projects.

Grantee: I Have A Dream Foundation, Inc.

Subgrantee: I Have a Dream/AmeriCorps—Parent

Program Name: “I Have a Dream” Foundation/AmeriCorps

Grant Type: National Direct Sub

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: The I Have a Dream Foundation (IHAD) model connects
individuals who want to sponsor a group of children with neighborhood in need. An
entire elementary school class or an age group in a housing project become “Dream-
ers” and receive academic and social support designed to see them through high
school and into productive lives. Those Dreamers who graduate from high school are
eligible for college or vocational school tuition assistance. Members enable (IHAD)
sites to intensify their outreach to Dreamers, their families and the community. In
addition to tutoring and mentoring, providing academic and social enrichment,
members recruit and train community volunteers, organize family involvement ac-
tivities and lead Dreamers in community service projects.

Grantee: Jowa Commission on Community Service

Subgrantee: Des Moines Public Schools—New Horizons Program

Program Name: AmeriCorps Enterprise Community Service Project

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: The AmeriCorps Enterprise Community Service Project
utilizes 20 members to tutor more than 100 youth, renovate low-income houses, cre-
ate community green spaces and organize neighborhood safety patrols. The program
maintains a diverse member base and partnerships with government and commu-
nity-based organizations.

Grantee: Kentucky Commission for Community Volunteerism and Service

Subgrantee: The City of Leitchfield

Program Name: Tri-City Link

Grant Type: State Program

Full-time AmeriCorps members: 3

Part-time AmeriCorps members: 14

Program Descriptions: AmeriCorps members tutor and mentor students in grades
1-12 and engage classes in service-learning activities focused on environmental
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awareness. Individual tutoring decreases the high school drop-out rate of 125 stu-
dents participating in the program hosted at Family Youth and Resource Centers
in three counties. Members with Tri-City Link also provide community enrichment
activities through structured quality after-school programs for youth, from recre-
ation to cultural arts.

Grantee: Lincoln University

Subgrantee: Lincoln University

Program Name: You Can Institute on Family Values & Rites of Passage

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 20

Program Descriptions: Members will launch a program to assist at-risk youth in
the transition from adolescence to adulthood through a year long program including
an after-school enrichment program.

Grantee: Local Initiatives Support Corporation

Subgrantee: New York LISC

Program Name: New York City LISC AmeriCorps

Grant Type: National Direct

Full-time AmeriCorps members: 10

Part-time AmeriCorps members:

Program Descriptions: The Local Initiatives Support Corporation is a national non
profit organization that provides funding and technical guidance to local Community
Development Corporations (CDC’s) which are rebuilding neighborhoods across the
nation. Members engage in community revitalization activities including housing
outreach and education, job training, youth education programs, neighborhood plan-
ning, and human services planning.

Grantee: Louisiana Serve Commission

Subgrantee: St. Mark’s Community Center

Program Name: AmeriCorps of New Orleans

Grant Type: State Program

Full-time AmeriCorps members: 45

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members tutor and mentor at-risk children,
perform home repairs on a minimum of 30 low income homes, board up a minimum
of 90 abandoned houses and help revitalize neighborhood green spaces and parks.
In addition, the program works with local organizations to address the needs of chil-
dren. These include working with homeless youth, teen parents and youth crisis
services. Most Members serve in teams, although a few are single-site placements.
Potential impacts of the program include, 80 percent of participating students will
advance a minimum of one grade level in mathematics and reading skills, increased
sense of security by residents and reduction in illegal activities, and allowing home-
owners to remain in their homes and prevent further deterioration of the housing
stock. This is an urban program.

Grantee: Lower Mississippi Delta Service Corps
Subgrantee: Center for Community Development, Delta State University

Program Name: Mississippi Delta Service Corps

Grant Type: National Direct

Full-time AmeriCorps members: 70

Part-time AmeriCorps members:

Program Descriptions: The Lower Mississippi Delta Service Corps, Inc. (LMDSC)
is a national non-profit, tri-state collaboration with partners in Louisiana, Arkansas,
and Mississippi, whose mission is to provide effective management and governance
of a regional national service corps. The Lower Mississippi Delta Service Corps, Inc.,
is committed to meeting the unique needs of the people of the Delta. AmeriCorps
Members perform a variety of functions in the areas of education and human serv-
ice. Activities include tutoring children and adults in literacy skills, serving in food
banks, locating shelter and affordable housing for low income residents, and facili-
tating independent living for homebound. Members are placed individually or in
small groups in host agencies throughout the Delta.

Grantee: Lower Mississippi Delta Service Corps
Subgrantee: Good Neighbor Center

Program Name: Delta Service Corps

Grant Type: National Direct

Full-time AmeriCorps members: 60

Part-time AmeriCorps members: 20
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Program Descriptions: The Lower Mississippi Delta Service Corps, Inc. (LMDSC)
is a national non-profit, tri-state collaboration with partners in Louisiana, Arkansas,
and Mississippi, whose mission is to provide effective management and governance
of a regional national service corps. The Lower Mississippi Delta Service Corps, Inc.,
is committed to meeting the unique needs of the people of the Delta. AmeriCorps
Members perform a variety of functions in the areas of education and human serv-
ice. Activities include tutoring children and adults in literacy skills, serving in food
banks, locating shelter and affordable housing for low income residents, and facili-
tating independent living for homebound. Members are placed individually or in
small groups in host agencies throughout the Delta.

Grantee: Lower Mississippi Delta Service Corps

Subgrantee: Louisiana Delta Service Corps Inc.

Program Name: Louisiana Delta Service Corps

Grant Type: National Direct

Full-time AmeriCorps members: 57

Part-time AmeriCorps members: 20

Program Descriptions: The Lower Mississippi Delta Service Corps, Inc. (LMDSC)
is a national non-profit, tri-state collaboration with partners in Louisiana, Arkansas,
and Mississippi, whose mission is to provide effective management and governance
of a regional national service corps. The Lower Mississippi Delta Service Corps, Inc.,
is committed to meeting the unique needs of the people of the Delta. AmeriCorps
Members perform a variety of functions in the areas of education and human serv-
ice. Activities include tutoring children and adults in literacy skills, serving in food
banks, locating shelter and affordable housing for low income residents, and facili-
tating independent living for homebound. Members are placed individually or in
small groups in host agencies throughout the Delta.

Grantee: Lower Mississippi Delta Service Corps

Subgrantee: Lower Mississippi Delta Service Corps, Inc.—Parent

Program Name: Lower Mississippi Delta Sve Corps, Inc

Grant Type: National Direct

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: The Lower Mississippi Delta Service Corps, Inc. (LMDSC)
is a national non-profit, tri-state collaboration with partners in Louisiana, Arkansas,
and Mississippi, whose mission is to provide effective management and governance
of a regional national service corps. The Lower Mississippi Delta Service Corps, Inc.,
is committed to meeting the unique needs of the people of the Delta. AmeriCorps
Members perform a variety of functions in the areas of education and human serv-
ice. Activities include tutoring children and adults in literacy skills, serving in food
banks, locating shelter and affordable housing for low income residents, and facili-
tating independent living for homebound. Members are placed individually or in
small groups in host agencies throughout the Delta.

Grantee: Maryland Governor’s Office on Service & Volunteerism

Subgrantee: University of Maryland at Baltimore

Program Name: Enhancing Neighborhood Action By Local Empowerment

Grant Type: State Program

Full-time AmeriCorps members: 38

Part-time AmeriCorps members: 240

Program Descriptions: AmeriCorps Members, conduct health assessments and
monitor clinical symptoms for persons with chronic illnesses, and provide the
HIPPY (Home Instruction Program for Preschool Youngsters) and other pre-school
readiness programs. In addition, Members provide after-school literacy tutoring for
500 2nd and 3rd grade students, and reduce environmental risks for children and
families by educating residents about reducing lead hazards in their homes and es-
tablishing recycling programs. Members serve in teams organized around the 4 sep-
arate initiatives: Community Health, Early Childhood Development, Reading Edge,
and Healthy Environment. Through the Reading Edge initiative, Members also pro-
vide literacy tutoring to 1000 K-3 children in summer camps.

Grantee: Maryland Governor’s Office on Service & Volunteerism

Subgrantee: Frostburg State University (A STAR in Western MD)

Program Name: A STAR! in Western MD (Appalachian Service Through Action
& Resource)

Grant Type: State Program

Full-time AmeriCorps members: 32

Part-time AmeriCorps members:
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Program Descriptions: AmeriCorps Members provide independent living assist-
ance, with a focus on preventive health, shelter and housing support, to families,
children, and the elderly, create and implement youth literacy programs and other
after-school educational programs, and conduct environmental preservation projects.
Members create green spaces, implement recycling programs, partner with Habitat
for Humanity to construct low-income housing, and reduce environmental risks in
homes by conducting home safety assessments including tests for water contamina-
tion and radon. Through an alliance of community-based organizations in Western
l\/fI‘aryland, Members are scattered throughout the region performing a wide-variety
of services.

Grantee: Maryland Governor’s Office on Service & Volunteerism

Subgrantee: Salisbury State University

Program Name: Partnership for Adolescents on the Lower Shore

Grant Type: State Program

Full-time AmeriCorps members: 23

Part-time AmeriCorps members: 9

Program Descriptions: AmeriCorps Members tutor and mentor at-risk adolescents
on the Lower Eastern Shore of Maryland. In addition, Members improve the life and
parenting skills of pregnant and parenting teens through health education. Mem-
bers also conduct health screenings and health education events, and provide con-
flict resolution training for adolescents. Members will help improve the educational
achievement and school success of adolescents as measured by an increase in grade
point average and a reduction of school reports of violence, expulsions, and suspen-
sions.

Grantee: Maryland Governor’s Office on Service & Volunteerism
Subgrantee: Dept. of Natural Resources—Maryland Conservation Corps

Program Name: United Youth Corps of MD (UCOM)

Grant Type: State Program

Full-time AmeriCorps members: 142

Part-time AmeriCorps members: 100

Program Descriptions: AmeriCorps Members maintain and restore state forests,
parks, and wildlife management areas. Members rehabilitate abandoned houses,
construct community parks and gardens in low-income Baltimore neighborhoods,
and tutor students with special needs. In addition, Members develop after-school
programs where middle school students perform community service and participate
in environmental education activities.

Grantee: Maryland Governor’s Office on Service & Volunteerism

Subgrantee: Action for the Homeless, Inc.

Program Name:

Grant Type: State Program

Full-time AmeriCorps members: 35

Part-time AmeriCorps members: 26

Program Descriptions: AmeriCorps Members help 5,000 homeless and near home-
less households obtain access to service providers. Members also help 1,250 home-
less and near homeless families to obtain permanent housing or to prevent from
being evicted. In addition, Members operate a Summer camp program for 320 at-
risk homeless youth in Baltimore and coordinate after-school service-learning clubs
for 10,000 students. The Adopt-A-Shelter program is one example of the partner-
ships forged between local schools and shelters.

Grantee: Maryland Governor’s Office on Service & Volunteerism

Subgrantee: Governor’s Office—Volunteer Maryland
Program Name: Volunteer Maryland

Grant Type: State Program
Full-time AmeriCorps members: 40

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members develop volunteer programs and
management systems in community-based organizations and public agencies. They
mobilize and supervise volunteers who provide direct service to communities in
need. Sample projects include rehabilitating low-income housing for families, tutor-
ing programs for school-age children, and preserving public land along Maryland’s
rivers.

Grantee: Maryland Governor’s Office on Service & Volunteerism
Subgrantee: Anne Arundel Community College—# 2

Program Name: Campus Corps

Grant Type: State Program
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Full-time AmeriCorps members:

Part-time AmeriCorps members: 48

Program Descriptions: AmeriCorps Members coordinate service learning activities
at 15 community colleges for 1500 community college students. Each of the students
will engage in an average of 15 hours of service to benefit their communities. In
addition, Members create cascading volunteer programs in which community college
students train high students to tutor elementary school students.

Grantee: Massachusetts Service Alliance

Subgrantee: Cambridge Community Services

Program Name: Cambridge Community Service, Inc.

Grant Type: State Program

Full-time AmeriCorps members: 2

Part-time AmeriCorps members: 18

Program Descriptions: AmeriCorps members run academic enrichment programs,
focusing on literacy and the use of technology, for 200 pre-teens (grades 3-8) and
new immigrant high school youth. Members serve in teams at 8 after-school and
summer enrichment programs. Members also coordinate service-learning projects for
the youth at each of the 8 sites. At least 75 percent of the students involved will
demonstrate improved academic skills and knowledge as measured by pre-post tests.

Grantee: Massachusetts Service Alliance

Subgrantee: Lawrence Family Development and Education Fund, Inc.

Program Name: City C.O.R.E.

Grant Type: State Program

Full-time AmeriCorps members: 35

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members serve as teachers’ assistants and tu-
tors for elementary school children in an effort to improve teacher capacity and in-
crease academic performance. Members also provide in-school and after-school lit-
eracy programs for K-3 students reading below grade level, and coordinate after-
school service-learning activities for school students. School and community volun-
teers are generated to help run the literacy programs and service-learning activities
focusing on healthy living, the environment and watershed revitalization. As a re-
sult of these services more students will reach grade level in reading skills and dem-
?nstrate an increased knowledge of issues relating to the service projects they per-
orm.

Grantee: Massachusetts Service Alliance

Subgrantee: City Year Boston

Program Name: City Year Boston

Grant Type: State Program

Full-time AmeriCorps members: 249

Part-time AmeriCorps members: 32

Program Descriptions: AmeriCorps Members tutor and mentor inner-city children
in public elementary and middle schools throughout Boston. Members serve over
10,000 young people by providing in-class assistance, after-school and weekend pro-
grams, camps during school vacations and the Young Heroes program. Members co-
ordinate 25 “legacy” service projects, including vacant lot clean-ups, community gar-
dens and rehabilitating low-income housing. Over 1000 community volunteers par-
ticipate in these projects. In addition, Members partner with local organizations
such as the American Red Cross and Peace at Home to conduct health awareness,
HIV/AIDS prevention, and violence prevention workshops for young people.

Grantee: Massachusetts Service Alliance

Subgrantee: Franklin County DIAL/SELF

Program Name: GAP Youth-Corps

Grant Type: State Program

Full-time AmeriCorps members: 11

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members provide support services to at least
60 homeless, runaway, and other at-risk youth. Members work with the partici-
pating youth to develop individual working plans and track progress made toward
those plans. Members also facilitate prevention and support groups for at least 150
youth focusing on issues such as HIV/AIDS, drug use, smoking, self esteem, and
parenting skills, and provide after-school programs for school-aged youth which pro-
vide tutoring academic enrichment, and recreational activities.

Grantee: Massachusetts Service Alliance
Subgrantee: Greater Holyoke Foundation, Inc.
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Program Name: Greater Holyoke Youth Services

Grant Type: State Program

Full-time AmeriCorps members: 24

Part-time AmeriCorps members:

Program Descriptions: Members serve in 6 Community Policing Substations in
targeted neighborhoods. They coordinate crime prevention initiatives including
crime watches, open houses, gang and drug awareness training, and personal safety
training. Members operate after-school service programs for 60 8-15 year olds pro-
viding them with structured activities and a safe place during out-of-school time.
Members also coordinate service activities for 40 first-time juvenile offenders
through the Juvenile Diversion Progam.

Grantee: Massachusetts Service Alliance

Subgrantee: University of Massachusetts Boston, (CAPAY) Institute for Asian
American Studies

Program Name: CAPAY Community YouthLearn AmeriCorps Program

Grant Type: State Program

Full-time AmeriCorps members: 1

Part-time AmeriCorps members: 17

Program Descriptions: AmeriCorps Members tutor and mentor 350 Asian Pacific
American youth in after-school programs. In addition, Members tutor adults in ESL
and serve as reading tutors in a family literacy program. Members also recruit
youth to volunteer in community and school success service projects.

Grantee: Massachusetts Service Alliance

Subgrantee: B.E.L.L. Foundation/BASICS

Program Name: BASIC’s

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 50

Program Descriptions: Fifty part-time AmeriCorps Members tutor and mentor ele-
mentary school children during the school year and the summer holidays. Members
use the BASICS curriculum to increase children’s knowledge and mastery of read-
ing, writing, and arithmetic skills, enhance self-esteem, and strengthen communica-
tion between parents and teachers. Members engage children in a 6-week summer
camp where the skills learned during the school year are reinforced and built upon.

Grantee: Massachusetts Service Alliance

Subgrantee: YouthBuild Boston, Inc.

Program Name: YouthBuild Boston

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 50

Program Descriptions: Members rehabilitate 6 units of previously abandoned
housing so that 6 low-income and/or homeless families have access to affordable
housing and the opportunity to be first time homeowners. Members also operate an
after school and summer enrichment program for at-risk youth. Up to 300 youth re-
ceive tutoring an mentoring so that 80 percent demonstrate an increase in academic
success and self-esteem, as measured by parent and teacher feedback. Members also
engage in community service projects where they work in partnership with local
non-profits to rehabilitate and repair facilities where community based organiza-
tions are based.

Grantee: Massachusetts Service Alliance

Subgrantee: Worcester Community Action Council

Program Name: CITYWORKS

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members serve as school-based literacy tutors
for 40 public school students in grades K through 4. Members also operate ESL pro-
grams and adult basic education sessions at low income housing developments for
adults. In addition, Members increase the usage of city parks by removing safety
hazards and conducting community watch programs.

Grantee: Massachusetts Service Alliance

Subgrantee: Health and Education Services, Inc.

Program Name: AmeriCorps Victim Assistance Linkages & Enhancements
Grant Type: State Program

Full-time AmeriCorps members: 6
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Part-time AmeriCorps members: 8

Program Descriptions: AmeriCorps Members provide crisis intervention, informa-
tion and referral services to victims of crime. Member referrals result in 400 link-
ages to regional health care organizations. In addition, Members provide hotline and
in-person counseling to residents of the North Shore communities. Members conduct
presentations to school children and community members to increase awareness
about issues such as physical and sexual abuse and the wide range of services that
are available. Members also work with established community partners to build a
coordinated approach to victim assistance.

Grantee: Massachusetts Service Alliance

Subgrantee: Just A Start Corporation

Program Name: YouthBuild Just A Start Program

Grant Type: State Program

Full-time AmeriCorps members: 1

Part-time AmeriCorps members: 40

Program Descriptions: AmeriCorps Members serve in teams to renovate and reha-
bilitate 10 to 15 affordable housing units for low income families, provide major ren-
ovations to 3 to 5 units for sale to first-time home buyers, and upgrade public hall-
ways and exterior painting to 185 units of public housing. In addition, Members
tutor, mentor, and provide after-school activities to at least 100 6-14 year old low-
income children.

Grantee: Massachusetts Service Alliance

Subgrantee: People Acting in Community Endeavors, Inc.

Program Name: YouthBuild New Bedford

Grant Type: State Program

Full-time AmeriCorps members: 10

Part-time AmeriCorps members: 20

Program Descriptions: AmeriCorps Members rehabilitate two community centers
and renovate an abandoned home for a low-income family. In addition, Members
mentor 75 elementary school students during in-school and after-school programs.
The students participate in academic and recreational activities.

Grantee: Massachusetts Service Alliance

Subgrantee: The Student Conservation Association

Program Name: c/o SCA, Inc.

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members, based at a rustic residential camp
in Western Massachusetts, revitalize neighborhoods by restoring green spaces, cre-
ating community gardens and other community recreational areas, and assist in re-
vitalizing and protecting natural resource areas, state and local parks and
riverways. In addition, Members assist community organizations with the elimi-
nation of environmental hazards and reduce environmental risks for youth. During
the winter months, Members serve as in-school assistants, providing environmental
and conservation instruction and service learning activities, and mentors to 400 to
800 school-aged youth.

Grantee: Michigan Community Service Commission

Subgrantee: Oakland University

Program Name: Oakland University

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 40

Program Descriptions: The Oakland University AmeriCorps program provides
reading/literacy and life skills training for youth and families. The program provides
year-round support for youth through educational programs including a Character
Education curriculum that focuses on topics such as respect, trustworthiness, re-
sponsibility and citizenship. Members conduct workshops with parents to encourage
parents to read with their children at home. Members serve on teams in elementary
and junior high schools. This program serves an urban population.

Grantee: Michigan Community Service Commission

Subgrantee: The Regents of The University of Michigan

Program Name: The Michigan Neighborhood AmeriCorps Program
Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 50
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Program Descriptions: The Michigan Neighborhood AmeriCorps program
strengthens the social development of children and families in Detroit neighbor-
hoods through violence prevention workshops, after-school and summer programs,
and increased access to health education and health promotion services. Members
will serve in teams. This program serves an urban population.

Grantee: Michigan Community Service Commission

Subgrantee: United Way Community Services

Program Name: Detroit’s Academic Success Project

Grant Type: State Program

Full-time AmeriCorps members: 25

Part-time AmeriCorps members:

Program Descriptions: The Detroit Academic Success Program increases the aca-
demic achievement and reading comprehension of youth in kindergarten through
fifth grade in Detroit’'s Empowerment Zone. The program infuses service learning
as an instructional method, while building lasting partnerships between schools and
communities to create an educational environment supportive of academic excel-
lence. AmeriCorps members placed in five elementary schools located in Detroit’s
Empowerment Zone provide tutoring to low achieving students, enrichment and aca-
demic support workshops to parents, and develop service learning curriculum in
math English and science. This program plans to serve 3,000 students.

Grantee: Mid-Atlantic Network of Youth & Family Services, Inc.

Subgrantee: Mid-Atlantic Network of Youth & Family Services—Parent

Program Name: Mid-Atlantic Network of Youth & Family Services (MANYCorps)

Grant Type: National Direct Sub

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: The Mid-Atlantic Network of Youth and Family Services
(MANY) is a regional network of 50 community-based agencies providing services
to runaway, homeless and other youth in high-risk situations. MANY provides co-
ordination, training, and technical assistance to affiliates in six states. AmeriCorps
Members tutor and mentor runaway, homeless and at-risk youth. They lead after
school and summer education and enrichment programs, teach independent living,
engage in intergenerational projects such as renovation of facilities for use by the
elderly, build recreational facilities for adventure-based programming, conduct drug
and alcohol prevention workshops, and organize volunteers for Big Brothers/Big Sis-
ters.

Grantee: Mississippi Commission for National and Community Service

Subgrantee: North MidTown Community Development Corporation

Program Name: AmeriCorps Assist

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 10

Program Descriptions: AmeriCorps members serve the North Midtown community
of Jackson through home renovations, adult education tutoring, after-school tutor-
ing, and health care assistance. Divided in four teams, the housing renovation team
rehabilitates 15 sub-standard homes, the child care team provides parent supportive
services for 36 children, the health care team assists the medical clinic in offering
health education seminars, the adult education team recruits and tutors 60 welfare
recipients in attainment of their GED, and after-school team tutors children to in-
crease their reading levels.

Grantee: Mississippi Commission for National and Community Service

Subgrantee: Campus Link—AmeriCorps formula

Program Name: Campus Link

Grant Type: State Program

Full-time AmeriCorps members: 15

Part-time AmeriCorps members: 20

Program Descriptions: AmeriCorps members tutor 500 under-achieving elemen-
tary school students from fourteen partnering schools in order to increase the read-
ing comprehension two levels for 75 percent of those students participating, as well
as increase the students’ self-esteem and motivation for reading. The fifteen full-
time and twenty part-time members serve in pairs at 10 university campuses
throughout Mississippi via existing or newly established Campus Service Centers.
Volunteer generation is a key component of this program—members are certified as
reading tutors and recruit and train 500 volunteers who contribute 17,000 hours of
tutoring through this program.
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Grantee: Mississippi Commission for National and Community Service

Subgrantee: Mississippi Institutions of Higher Learning

Program Name: Learning Experiences for Adults to Develop Employability Re-
lated Skills

Grant Type: State Program

Full-time AmeriCorps members: 8

Part-time AmeriCorps members: 12

Program Descriptions: AmeriCorps members assist 345 out-of-school, unemployed
16-25 year olds in their preparation for employment opportunities. Through skill
building and experiential community problem solving, the LEYDERS program fo-
cuses on alternative methods to improving marketable key competencies, inter-
personal social skills, and thinking skills such that 229 youth participate in commu-
nity problem solving activities and 25 youth are placed in jobs related to their ca-
reer education plan.

Grantee: Mississippi Department of Education

Subgrantee: Mississippi Department of Education

Program Name: Volunteer Assistant Teachers Train to Become Teachers

Grant Type: Ed Award Only

Full-time AmeriCorps members: 200

Part-time AmeriCorps members:

Program Descriptions: Members will serve as assistant teachers, tutoring to raise
literacy levels and receiving more training to better their abilities.

Grantee: Missouri Community Service Commission

Subgrantee: American Youth Foundation (Education Program)

Program Name: St. Louis Partners AmeriCorps—Education

Grant Type: State Program

Full-time AmeriCorps members: 30

Part-time AmeriCorps members: 12

Program Descriptions: AmeriCorps Members tutor elementary and middle school
children, and assist teachers in developing projects in literacy, the environment,
first aid and personal safety, and substance abuse prevention. Activities are struc-
tured at six sites, continue into an extended literacy program, and lead into a Sum-
mer Literacy Institute. This is a team-based program which serves an urban com-
munity in St. Louis.

Grantee: Montana Community Services Advisory Council

Subgrantee: The University of Montana

Program Name: The Montana Campus Corps

Grant Type: State Program

Full-time AmeriCorps members: 3

Part-time AmeriCorps members: 32

Program Descriptions: AmeriCorps members recruit and place students from Mon-
tana colleges to provide tutoring and mentoring to at-risk students.

Grantee: National Assoc. of Child Care Resource & Referral Agencies, Inc.

Subgrantee: National Association of Child Care Res Referral Agencies—Parent
Program Name: National Association of Child Resource and Referral Agencies

Grant Type: National Direct Central

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: The National Association of Child Care Resource and Re-
source (NACCRRA) and Referral Agencies promotes the growth and development of
high quality resource and referral services; and exercises national policy leadership
to build a diverse, high quality child care system with parental choice and equal
access for all families. AmeriCorps members build community stability by improving
the quality and availability of infant/toddler and school age child care. Members
work directly with families, children, child care providers and the community by
serving in child care settings, provide trainings to child care providers, consult with
child care centers on program improvements, provide resource materials to families,
and help families obtain education, health care, and other services.

Grantee: National Council of Churches of Christ

Subgrantee: Ecumenical Program for Urban Service (EPRUS)—Parent
Program Name:

Grant Type: National Direct

Full-time AmeriCorps members:

Part-time AmeriCorps members:
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Program Descriptions: The National Council of the Churches of Christ is the na-
tion’s largest ecumenical organization. The Council’s mission is to support its mem-
ber denominations and churches in working toward social, economic and racial jus-
tice. The Council received a National Direct grant in 1994. AmeriCorps Members
serve in schools and community organizations in low-income neighborhoods, pri-
marily offering tutoring and mentoring support, leading after-school recreation and
enrichment activities, assisting runaway and homeless youth, providing drug abuse
prevention and other healthy lifestyle information, and delivering gang prevention
and intervention assistance.

Grantee: Nebraska Volunteer Service Commission

Subgrantee: Community Action of Nebraska, Inc.

Program Name: Community Action of Nebraska

Grant Type: State Program

Full-time AmeriCorps members: 33

Part-time AmeriCorps members:

Program Descriptions: Community Action of Nebraska is a statewide program
that implements conflict resolution training for in-class training and for youth
groups, enhances the educational performance of at-risk youth through tutoring,
and works with Head Start programs to teach conflict resolution skills. Members
also recruit and train volunteers. Most of the members serve in teams ranging from
two to ten Members. Some Members serve at individual placement sites. Potential
outcomes of the program are an increase in conflict resolution skills, a reduction of
detentions, suspensions, fights and expulsions in schools establishing peer mediation
programs, and an increase in the academic performance of students being tutored.
This program serves both rural and urban youth.

Grantee: Nebraska Volunteer Service Commission

Subgrantee: Lincoln-Lancaster County Health Department

Program Name: Lincoln-Lancaster County Health Dept.

Grant Type: State Program

Full-time AmeriCorps members: 18

Part-time AmeriCorps members:

Program Descriptions: The Comprehensive School Health Initiative integrates
health education into academics. The program works directly with students, par-
ents, educators, and community members to enrich educational opportunities, pro-
vide outreach and mentoring to encourage the adoption of healthy lifestyles, and
cultivate the creation of school and community partnerships. Members will serve in
teams and individually during the course of the program year. Potential impacts of
the program include an increase in academic achievement by the students being tu-
tored, the availability of after school programming for youth that will provide a safe
and academically enriching environment, and increased parental involvement in
school and community activities. This program serves an urban population.

Grantee: New Hampshire College and University Council

Subgrantee: NH College and University Council

Program Name: Campus Compact for New Hampshire

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 75

Program Descriptions: Members enhance and expand service-learning programs at
15 Institutions of Higher Education to meet the needs of children and youth across
NH. Coordinate 60 community service-learning partnerships which engage in appro-
priate activities, incl. America Reads.

Grantee: New Hampshire Job Training Council

Subgrantee: Tri-County Community Action Program, Inc.

Program Name: Natural Resource Conservation & Development Area Council

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members serve in single site placements
throughout the North Country region of rural NH. Members target specific commu-
nity needs in the areas of education and other human needs. Members develop and
implement service-learning opportunities for 200-300 youth in grades K-14; tutor
200 youth and adults in basic academic skills; develop and provide well health serv-
ices and programs to 500 families; and support community health agencies in such
areas as coordinating cancer screenings, facilitating immunizations, disseminating
preventative health literature, and securing pharmaceutical samples for low income
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clients. Members will strive to sustain this support by generating volunteers and
by initiating collaborations among the various programs.

Grantee: New Jersey Commission on National and Community Service

Subgrantee: NJ Department of Education (Urban Schools Service Corps)

Program Name: USSC Administrator

Grant Type: State Program

Full-time AmeriCorps members: 75

Part-time AmeriCorps members: 10

Program Descriptions: AmeriCorps Members serve community schools in eight
New Jersey school districts. Members provide safe havens for children by extending
the school day where they tutor children and run after-school programs. Members
also provide in-class academic support and mentoring activities aimed at improving
math, science and literacy skills. The program aims to improve the school success
of 80 percent of 600 students served in eight districts.

Grantee: New Jersey Commission on National and Community Service

Subgrantee: New Jersey Dept. of Human Services—Youth Corps

Program Name:

Grant Type: State Program

Full-time AmeriCorps members: 80

Part-time AmeriCorps members: 51

Program Descriptions: AmeriCorps Members serve in five teams assigned to five
sites that focus on a distinct issue area. One site emphasizes school success through
teaching and motivating children at the Jersey Explorer Museum. Another site con-
centrates on violence prevention through mediation in public schools. A third site
focuses on community revitalization by rebuilding neighborhoods and parks. At the
last site, members provide meals to the homebound in an effort to increase inde-
pendent living.

Grantee: New Jersey Commission on National and Community Service

Subgrantee: A+ for Kids Teacher Network, Inc.

Program Name: Mercer County Reads Literacy Program

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: Twenty AmeriCorps members provide literacy tutoring to
190 students at the district’s most troubled school; they also provide after-school
homework assistance and run a summer reading lab. Members provide tutoring and
mentoring services to children and parents in transitional housing with an emphasis
on employability skills for parents. The program brings at least 50 percent of the
children who receive literacy tutoring up to grade level.

Grantee: New Jersey Commission on National and Community Service

Subgrantee: Catholic Community Services

Program Name: C.C.S AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 21

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members tutor and mentor children who are
homeless or in crisis. Members also provide case management services to clients liv-
ing in shelters in the areas of public assistance, job readiness skills, health care and
living skills. As a result, 80 students per shelter are tutored, 20 preschool children
participate in school readiness activities, and 70 families are assisted.

Grantee: New Jersey Commission on National and Community Service

Subgrantee: International Institute of New Jersey

Program Name: “Bringing New Jersey Together”

Grant Type: State Program

Full-time AmeriCorps members: 9

Part-time AmeriCorps members: 16

Program Descriptions: AmeriCorps Members work with immigrants from seven
nationalities to (1) improve the academic performance of children, (2) assist families
to access mainstream human service and health care delivery systems, and (3) re-
solve problems experienced by victims of bias crime and housing related violations.
Goals include improved grades for 450 of the tutored children and improved satis-
faction by 675 people from the serviced populations.

Grantee: New Jersey Commission on National and Community Service
Subgrantee: Urban League of Hudson County
Program Name: AmeriCorps Problem Solvers
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Grant Type: State Program

Full-time AmeriCorps members: 5

Part-time AmeriCorps members: 36

Program Descriptions: AmeriCorps Members who are parents serve as teaching
assistants in day care classes, deliver community outreach literacy programs, assist
with recycling and beautification efforts and lead substance abuse prevention activi-
ties.

Grantee: New Jersey Commission on National and Community Service

Subgrantee: Red Bank Borough Board of Education

Program Name:

Grant Type: State Program

Full-time AmeriCorps members: 10

Part-time AmeriCorps members: 10

Program Descriptions: AmeriCorps Members support the success and achievement
of 150200 school-aged children, particularly in math and reading. Members provide
in-class support, after-school tutoring, group mentoring, and safe havens for youth.
Additionally, Members increase the number of community volunteers who work with
students. Goals include increasing math and reading scores by 10 percent, increas-
ing attendance while decreasing the numbers of students suspended, and increasing
volunteer participation.

Grantee: New Jersey Commission on National and Community Service

Subgrantee: St. Paul’s Community Development Corp.

Program Name: City SERVE AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 15

Part-time AmeriCorps members: 20

Program Descriptions: AmeriCorps Members provide literacy and ESL training for
low-income adults, reading improvement for homeless elementary school children,
after-school and summer programming for teens, and family literacy activities that
raise parents’ awareness about the need for early literacy development. As a result
of these efforts, 50 children will show an increase of 25 percent in reading improve-
ment, low income adults will show a grade level improvement in their basic edu-
cation skills, 50 teens will demonstrate increased motivation to stay in school, and
parents will show increased self confidence in their work with children.

Grantee: New Jersey Commission on National and Community Service

Subgrantee: New Jersey Statewide Initiative

Program Name: NJ Reads (America Reads)

Grant Type: America Reads

Full-time AmeriCorps members: 27

Part-time AmeriCorps members: 18

Program Descriptions: This is a statewide initiative where 45 AmeriCorps mem-
bers recruit and train 450 volunteers (10 per member) to assist with tutoring, men-
toring and family literacy. Members and volunteers tutor and mentor 900 K-3 stu-
dents to bring the reading abilities of 80 percent of the 900 students targeted up
to or above grade level.

Grantee: New Jersey Commission on National and Community Service

Subgrantee: New Jersey Commission—PF

Program Name:

Grant Type: Promise Fellows

Full-time AmeriCorps members: 15

Part-time AmeriCorps members:

Program Descriptions: Fellows will serve as coordinators of Communities of Prom-
ise projects in 21 New Jersey counties. Service activities will include expanding the
KidCare program that provides health care coverage for every child, promoting serv-
ice learning for inner city youth and K-12 students, and establishing after-school
mentoring programs for children. Anticipated outcomes are 5,000 children enrolled
in heath care coverage, 2,500 youth participate in service learning projects, and 500
youth involved in mentoring programs. Fellows will be placed in Volunteer Centers
across New Jersey.

Grantee: New Mexico Commission for National and Community Service
Subgrantee: National Indian Youth Leadership Development Project Inc.
Program Name:

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 8
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Program Descriptions: 30 AmeriCorps members will serve in eight schools and
two hospitals. Members will provide direct tutoring services, and will coordinate
cross-age tutoring and mentoring activities for children K-8. Service activities will
take place in eight schools and two hospitals, and will also take place on weekends
and evenings. Additionally, members will host a four week summer literacy camp.
In the schools, members will serve in teams of two or three.

Grantee: New Mexico Commission for National and Community Service

Subgrantee: Families and Youth

Program Name: Families and Youth, Inc.—CARAS Program

Grant Type: State Program

Full-time AmeriCorps members: 25

Part-time AmeriCorps members: 19

Program Descriptions: AmeriCorps Members tutor and mentor at-risk students.
Working in three teams, Members will provide an alternative education program to
youth ages 11-17 who have been suspended or expelled from school, develop reading
skills and parental reading support among elementary students grades K-3 who are
reading below grade level, or provide homework assistance and mentoring in class
and in an after-school homework club for middle school students who have a history
of incomplete assignments. This program will operate in city of Las Cruces.

Grantee: New York Office of National and Community Service

Subgrantee: New York Restoration Project

Program Name: Don’t Trash New York

Grant Type: State Program

Full-time AmeriCorps members: 30

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members focus on environmental clean-up in
New York City. Members clean, create, restore and maintain 350 acres of parkland;
provide neighborhood ecology at 2 outdoor science learning facilities for 1000 stu-
dents; build a boat with community students; engage community leaders in the cre-
ation of a plan for sustainability; and link public spaces to the public education sys-
tem.

Grantee: New York Office of National and Cummunity Service

Subgrantee: Schenectady County Job Training Agency

Program Name: The Schenectady Bridge Builders

Grant Type: State Program

Full-time AmeriCorps members: 29

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members serve in teams to tutor students in
grades K-3; mentor youth in after school programs in conflict resolution, personal
safety, and drug resistance; rehabilitate 2 single family low income houses; and con-
struct community paths and revitalize nature trails. As a result of the tutoring serv-
ices provided to 2000 students and family members, ninety five percent of the par-
ticipating students will be able to read independently by age 8. Additionally, forty
percent of parents will complete activities at home to strengthen student reading
skills. Three hundred youth will learn new skills improve their attitudes and behav-
ior. Two low or moderate income families will own newly renovated homes, not oth-
erwise available to them. The community parks will be more accessible to the public
as well as to the disabled community. Volunteers will contribute 100 hours to a
greenhouse and community gardens.

Grantee: New York Office of National and Community Service

Subgrantee: Phoenix House Foundation, Inc.

Program Name: New York State Substance Abuse Service Program

Grant Type: State Program

Full-time AmeriCorps members: 85

Part-time AmeriCorps members:

Program Descriptions: The Phoenix House AmeriCorps program expands and im-
proves the network of substance abuse and alcohol treatment/prevention services
available to New Yorkers. Members assist various communities by developing link-
ages between treatment providers, organizations, and schools. Members provide sub-
stance abuse prevention counseling and education to community residents, including
individuals in recovery, educators, school-aged youth and parents.

Grantee: New York Office of National and Community Service
Subgrantee: Grand Street Settlement

Program Name: AmeriCorps

Grant Type: State Program
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Full-time AmeriCorps members:

Part-time AmeriCorps members: 40

Program Descriptions: 40 part time AmeriCorps members serve in various sites
throughout the lower east side of Manhattan. Members address school safety, school
readiness and school success issues of community residents. By escorting youth to
after school activities, program attendance has increased. Service in the Early Head
Start Program and work with parents support family literacy and school readiness.
Members also provide homework assistance, computer training, and one to one tu-
toring to promote school success.

Grantee: New York Office of National and Community Service

Subgrantee: YMCA of Greater New York

Program Name: YMCA AmeriCorps School Success Program

Grant Type: State Program

Full-time AmeriCorps members: 72

Part-time AmeriCorps members:

Program Descriptions: YMCA School Success program is an extended day youth-
based program where 72 AmeriCorps Members facilitate classroom-based service ac-
tivities and enrichment activities in 12 Low-performing schools. Members also lead
physical fitness and health awareness activities and provide community service-
learning activities. Expected impact includes, 120 service projects, a 5-percent in-
creasle inlstudent reading and math scores, and a 15-percent increase in student fit-
ness levels.

Grantee: New York Office of National and Community Service

Subgrantee: Monroe Community College

Program Name:

Grant Type: State Program

Full-time AmeriCorps members: 94

Part-time AmeriCorps members:

Program Descriptions: 94 full-time AmeriCorps Members serve in 25 community-
based organizations in Rochester, New York’s Enterprise Community. The purpose
of this program is to increase the reality and perception of public safety in the com-
munity. Members provide assistance to police substations, prevention and interven-
tion education to youth around issues of substance abuse and conflict resolution,
and implement positive developmental and community service activities with neigh-
borhood youth. Expected impacts include: a 20 percent increase in geographic area
covered by Neighborhood Watch and block clubs; a 20 percent increase in contacts
at police substations; a reported increase in intervention/prevention services offered
to youth; and a 10 percent increase in numbers of youths participating in targeted
activities.

Grantee: New York Office of National and Community Service

Subgrantee: Bank Street College of Education

Program Name: AmeriCorps Community Service Internship

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 25

Program Descriptions: Members provide classroom and after-school literacy train-
ing and reading/tutoring support for 700+ elementary school students who do not
perform at grade level.

Grantee: New York Office of National and Community Service

Subgrantee: Research Foundation of SUNY—New Paltz

Program Name: AmeriCorps Education Awards Program

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 100

Program Descriptions: Members provide tutoring and literacy assistance to 500 +
youth; after school, weekend, and summer activities in 4 community centers; and
nvolve youth in community service efforts.

Grantee: New York Office of National and Community Service

Subgrantee: Albany Service Corps

Program Name: Albany School Success AmeriCorps Program

Grant Type: State Program

Full-time AmeriCorps members: 16

Part-time AmeriCorps members: 16

Program Descriptions: AmeriCorps members support school success through three
principal initiatives: (1) to improve the literacy of 500 students, (2) to provide ex-
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tended day programming for 500 youth, and (3) to improve school attendance of 300
students. The program goals are to improve the achievement poential of at-risk
youth.

Grantee: New York Office of National and Community Service

Subgrantee: Buffalo Place Foundation

Program Name: AmeriCorps Ranger Escort Program

Grant Type: State Program

Full-time AmeriCorps members: 12

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members increase public safety visibility and
effectiveness through identifying potential crimes and patrolling the streets of down-
town Buffalo. Expected impacts include a 10 percent decrease in crime and a 20 per-
cent increase in the perception of a safer downtown area. Additionally, members
provide safety escorts for 500 people and distribute safety tips to 3000 people.

Grantee: New York Office of National and Community Service

Subgrantee: Syracuse Area Catholic Charities

Program Name: Syracuse Area Catholic Charities AmeriCorps Program

Grant Type: State Program

Full-time AmeriCorps members: 15

Part-time AmeriCorps members: 1

Program Descriptions: AmeriCorps members serve in seven centers in the greater
Syracuse, NY region with attention in three areas: (1) to assist with the early child-
hood education of 150 3-5 year olds to foster school readiness and school success,
(2) to teach and model prosocial skills to 1200 children 5-18 years and (3) to trans-
port 800 low income children and women to medical appointments to improve com-
pliance with medical treatment. Members work with children in schools and in after
school programs. Additionally, members will expand their service to support the
needs of refugee youth in the area, which includes providing them an orientation
to the community and to the schools, providing support with the adjustment to a
new culture, and teaching ESL and assisting with citizenship classes.

Grantee: New York Office of National and Community Service

Subgrantee: Oswego City-County Youth Bureau

Program Name: Oswego AmeriCorps Program

Grant Type: State Program

Full-time AmeriCorps members: 17

Part-time AmeriCorps members: 48

Program Descriptions: AmeriCorps members serve in multiple agencies through-
out Oswego County to provide positive prevention services to youth and families.
Members assist youth and families with basic needs that permit self-sufficiency such
as with food, clothing, shelter, child care and safety. Additionally members provide
school readiness, literacy readiness and tutoring opportunities by supporting par-
ents of preschoolers, assisting with in-school and after school activities, and estab-
lishing a summer reading program for elementary students. Members also provide
positive alternatives and relationships for youth and their families by developing a
youth leadership program, establishing parent support groups and developing mean-
}ngﬁil community service projects. Members will serve at least 2000 youth and their
amilies.

Grantee: New York Office of National and Community Service

Subgrantee: West Seneca Youth Bureau—Share the Word

Program Name: Sharing the Words, America Reads

Grant Type: State Program
Full-time AmeriCorps members: 38

Part-time AmeriCorps members: 80

Program Descriptions: In partnership with Universities at Buffalo, Buffalo State
College and the King Urban Center, 38 full-time AmeriCorps Members provide one-
on-one tutoring to 2500 at-risk children in Buffalo, New York. Members will “adopt”
elementary and secondary schools with low retention rates in order to increase re-
tention through tutoring and providing public awards for the students’ work. Mem-
bers also design and implement service projects with these students. Expected im-
pacts include: a 75 percent improvement in test scores of students tutored; a 75 per-
cent satisfaction rate among service recipients; and a 75 percent improvement in
student retention rate.

Grantee: New York Office of National and Community Service
Subgrantee: The Institute for Human Services, Inc.
Program Name: AmeriCorps Kids First Initiative/Steuben County
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Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: Twenty AmeriCorps members serve in single site place-
ments throughout rural Steuben County supporting various goals of the Summit.
Members provide 3750 of the county’s youth with positive role models and alter-
native activities through tutoring, mentoring, and planned activities. Members en-
sure that youth and their families receive the support needed to succeed in and stay
in school. Additionally, members provide support to ensure that children have safe
and healthy home environments and behaviors. Specific member services include
providing safe places, substance abuse prevention counseling, adolescent pregnancy
training, health care counseling, and alternative after school activities.

Grantee: New York Office of National and Community Service

Subgrantee: Pace University

Program Name: Lower East Side/Chinatown AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 57

Program Descriptions: 11 part-time and 46 reduced part-time members serve the
primarily Asian community in Lower Eastside NYC. Members tutor and mentor low
achieving junior high students to improve their grades and attendance; provide col-
lege and career counseling to high school students and their parents to increase the
rate of h.s. graduation, college matriculation and career/employment options; and
provide service-learning opportunities to students to help them increase their prob-
lem solving skills.

Grantee: New York Office of National and Community Service

Subgrantee: City College of the City University of New York

Program Name: City College’s Empowering Communities Program

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 30

Program Descriptions: AmeriCorps Members from the City College of New York
facilitate a community service learning program that increases community members’
computer skills and school success. Members train community members in computer
skills, tutor students after-school, and work with parents to involve them more in
their child’s education. Expected impacts include: Community members will be
trained in computer skills and targeted youth will show an improvement in college
preparatory skills.

Grantee: New York Office of National and Community Service

Subgrantee: SUNY Oneonta Research Foundation

Program Name: Oneonta Rural School Empowerment Program

Grant Type: State Program

Full-time AmeriCorps members: 30

Part-time AmeriCorps members: 30

Program Descriptions: AmeriCorps members improve the school success of youth
in Oneonta County. Focusing on reading and math, members tutor and mentor 900
students in school and engage 450 students in after school and evening programs.
Additionally, through the development of 15 Youth Leaders in Action service clubs,
members provide leadership training for 225 youth.

Grantee: New York Office of National and Community Service

Subgrantee: Latino Pastoral Action Center

Program Name: Latino Pastoral Action Center

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members improve the literacy of 150 5-7 year
old students through a comprehensive school day and extended day program. Addi-
tionally, members improve the academic performance of 150 6-14 year olds through
an after school program. Members also serve to increase the access and use of com-
munity services by 100 youth and their family members.

Grantee: New York Office of National and Community Service
Subgrantee: Families First in Essex County

Program Name: Families First in Essex County

Grant Type: State Program

Full-time AmeriCorps members: 12
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Part-time AmeriCorps members: 14

Program Descriptions: AmeriCorps Members serve in eleven agencies throughout
Essex County to address all five goals of the Summit as well as the human needs
of its citizens. Members tutor, mentor, and counsel youth, train parents of youth
with disabilities and provide educational support to older adolescents. Program
goals are to improve the academic and behavioral performance of students in schools
and to increase the numbers of community agencies and businesses that collaborate.

Grantee: New York Office of National and Community Service

Subgrantee: Student Conservation Association NY

Program Name: NY Adirondack Youth Conservation AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members serve in a residential environmental
conservation program in the Adirondacks region. Members build, repair, refurbish
and restore recreational and natural areas such as hiking trails, camp grounds, rec-
reational and historic buildings. Additionally, members use service learning models
to provide environmental and ecological education for 400-800 in-school, after
school, and out of school youth. 60-100 volunteers will be recruited and trained to
assist with these activities.

Grantee: North Carolina Commission on National & Community Service

Subgrantee: Children First of Buncombe County

Program Name: Project POWER

Grant Type: State Program

Full-time AmeriCorps members: 16

Part-time AmeriCorps members: 6

Program Descriptions: AmeriCorps members serve as reading coaches to K-8th
grade children performing below grade level in Asheville/Buncombe County schools.
In addition, members set up mediation programs to teach conflict resolution to chil-
dren in grades 5 and 6 and lead small groups of students in service learning
projects.

Grantee: North Carolina Commission on National & Community Service

Subgrantee: Communities in Schools of North Carolina, Inc.

Program Name: Project REACH

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 30

Program Descriptions: AmeriCorps members tutor 400 elementary school children
who read below grade level, utilizing the Great Leaps curriculum to increase read-
ing proficiency and comprehension. Members also train parents to better support
thﬁir 1children’s learning and recruit 90 community volunteers to tutor in the
schools.

Grantee: North Carolina Commission on National & Community Service

Subgrantee: Warren Family Institute

Program Name: Warren Service Corps

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 40

Program Descriptions: AmeriCorps members provide one-on-one instructional
Support to K-12 students and GED students; literacy development with pre-
schoolers in day care; and provide homework assistance and enrichment activities
in after-school and Saturday academies.

Grantee: North Carolina Commission on National & Community Service

Subgrantee: Southeastern Community College

Program Name: Steps to Success

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members tutor and mentor 400 3rd-5th grade
students to increase reading proficiency and school attendance. Members serve in
four schools in Columbus County.

Grantee: Northeastern University

Subgrantee: Athletes in Service to America—Parent
Program Name: NE University/Athletes in Service
Grant Type: National Direct
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Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: The Northeastern University Center for Sport in Society
increases awareness of sport’s relation to society and develops programs that iden-
tify current problems and offer solutions promoting the benefit of sport. The Center,
founded in 1984, designed the program models used by sites: Project TEAMWORK
(conflict resolution) and Mentors in Violence Prevention (MVP) concerning gender-
based violence. President Clinton recognized TEAMWORK as a national model in
1994. AmeriCorps Members recruit college and high school students to tutor and
mentor school-age youth during full-time summer and year-round after school pro-
grams. The full-time Members train part-time Members and community volunteers
in curriculum development and tutoring skills and all Members expand the pro-
gram’s partnership with families, schools and community agencies.

Grantee: Notre Dame Mission Volunteer Program, Inc.

Subgrantee: Notre Dame Mission Volunteer Program, Inc.—Parent

Program Name: Notre Dame Mission Volunteers, Inc.

Grant Type: National Direct Central

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: The Notre Dame Mission Volunteers, Inc., is a non-profit
organization founded by the Sisters of Notre Dame, a religious institution which has
been serving communities in need for over 150 years. Among other social issues
which the organization addresses, the Notre Dame volunteers target the educational
needs of the disadvantaged youth and their families. AmeriCorps Members tutor low
income children, teach ESL to immigrants and GED and literacy skills to adults
such as single mothers and high school drop-outs, and operate after school pro-
grams. Members also recruit volunteer parents for enrichment programs, teach con-
flict resolution skills, and provide school-to-work transition support for migrant
farmworkers.

Grantee: Oregon Community Service Commission

Subgrantee: Central Oregon Community College Foundation

Program Name: COCC/AmeriCorps Service to Community

Grant Type: State Program

Full-time AmeriCorps members: 9

Part-time AmeriCorps members: 58

Program Descriptions: 9 full-time and 36 part-time AmeriCorps members serve in
an urban and several rural communities in central Oregon in small teams or indi-
vidual placements. These members provide tutoring in elementary schools to in-
crease literacy and life skills; provide community service projects in middle schools;
and develop leadership training and opportunities for high school.

Grantee: Oregon Community Service Commission

Subgrantee: Forest Grove School District

Program Name: Partnerships For Student Achievement

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 10

Program Descriptions: AmeriCorps members serve in eleven schools in the Forest
Grove school district in K-12 grades to improve literacy among low achieving and
at risk students, and generate parental involvement in the schools. As a result five
hundred school students will increase reading scores and parental involvement will
increase by 15 percent in targeted schools.

Grantee: PennSERVE: The Governor’s Office of Citizen Service

Subgrantee: City Year, Inc. PA

Program Name:

Grant Type: America Reads

Full-time AmeriCorps members: 12

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members deliver a specialized literacy cur-
riculum to children with physical, emotional, and cognitive disabilities and to chil-
dren for whom English is a second language. Through a partnership with City Year
Philadelphia and the Institute on Disabilities, Members serve in 2 public elemen-
tary schools where they provide one-on-one tutoring to 60 children in grades K-3.
Members help improve reading ability and interest levels for the children they serve
in addition to integrating children with disabilities into normal classroom activities.

Grantee: PennSERVE: The Governor’s Office of Citizen Service
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Subgrantee: Keystone School District

Program Name: Keystone SMILES

Grant Type: State Program

Full-time AmeriCorps members: 27

Part-time AmeriCorps members: 59

Program Descriptions: AmeriCorps members tutor and mentor K-12 school aged
children. Their primary focus is on students at risk of not completing school. They
accomplish their goal by expanding learning environments, recreational and health
facilities. As a result of Members’ efforts, 281 students are tutored and 1,282 stu-
dents participate in the Computer Lab.

Grantee: PennSERVE: The Governor’s Office of Citizen Service

Subgrantee: Appalachia Intermediate Unit 8: Pennsylvania Mountain Service
Corps

Program Name: Pennsylvania Mountain Service Corps

Grant Type: State Program

Full-time AmeriCorps members: 56

Part-time AmeriCorps members: 4

Program Descriptions: AmeriCorps Members serve in teams where they institute
violence prevention programs for students, provide health care and education to the
elderly and preschoolers. Members also design and implement watershed projects in
a vast 10 county rural area through the cooperative use of volunteers. Members’ ef-
forts result in the increase of school readiness and parental involvement for 2,000
individuals.

Grantee: PennSERVE: The Governor’s Office of Citizen Service

Subgrantee: Family Services of Butler Memorial Hospital

Program Name: Family Services of Butler Memorial Hospital

Grant Type: State Program

Full-time AmeriCorps members: 30

Part-time AmeriCorps members: 16

Program Descriptions: Members provide family support services in the areas of
counseling, child development, parenting classes, violence prevention, and personal
development. Members support needs identified by the community to reduce isola-
tion; increase access to health, education and recreation programs; and increase vol-
unteerism. Members also assist 30 new programs, expand or enhance the services
of existing programs by 10 percent, and increase local volunteerism by 10 percent.

Grantee: PennSERVE: The Governor’s Office of Citizen Service

Subgrantee: County of Allegheny DFP (KEYS to Success)

Program Name: KEYS PUBLIC SAFETY INITIATIVE

Grant Type: State Program

Full-time AmeriCorps members: 22

Part-time AmeriCorps members: 7

Program Descriptions: AmeriCorps members improve the rate of academic success
by tutoring 175 economically disadvantaged and high risk students. They broaden
the horizons of these students though engagement in 16 service-learning/community
service projects and the development of individual career plans. To assist with these
efforts, parents provide 100 hours and other volunteers provide 650 hours of addi-
tional support.

Grantee: PennSERVE: The Governor’s Office of Citizens Service

Subgrantee: County of Allegheny DFP (Public Safety)

Program Name: Knowledge to Empower Youths to Success (KEYS) Service Corps

Grant Type: State Program

Full-time AmeriCorps members: 19

Part-time AmeriCorps members: 8

Program Descriptions: AmeriCorps Members serve in sites throughout Allegheny
County to develop and implement crime prevention strategies, including community
policing. Members also develop and implement youth mentoring programs. Mem-
bers’ efforts result in the implementation of six neighborhood watches or block clubs.

Grantee: Puerto Rico State Commission on Community Service

Subgrantee: University of the Sacred Heart

Program Name: USH AmeriCorps Program: Public Safety Through School and
Community Empowerment

Grant Type: State Program

Full-time AmeriCorps members: 10

Part-time AmeriCorps members: 20
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Program Descriptions: AmeriCorps members work with 100-160 students at each
of five schools (elementary, intermediate, and high schools) to increase school suc-
cess and reduce at-risk behavior. Members serve to reduce the use of alcohol, to-
bacco, and other drugs; prevent the crime and violence that often accompanies this
behavior; and improve the school success of the students. Program strategies include
the use of fine arts and the development of student groups at each school. Addition-
ally, the program emphasizes the training of teachers and parents in the manage-
ment of high risk youth and violence for the improvement of public safety.

Grantee: Rhode Island Commission on National and Community Service

Subgrantee: Children’s Museum of Rhode Island

Program Name: Providence Children’s Museum AmeriCorps Program

Grant Type: State Program

Full-time AmeriCorps members: 15

Part-time AmeriCorps members:

Program Descriptions: Fifteen AmeriCorps Members provide community service
opportunities through the Children’s Museum of Rhode Island for low-income high-
risk families. Members serve in three teams—after school learning club, community
service learning, and Head Start. In the After School Learning Clubs, five members
encourage students to increase independent learning and serve as a resource for
parents. The community service team involves four members and at least 500 chil-
dren who participate in “Community Quest” a program that explores the meaning
and importance of serving the community. The Head Start team is made up of three
members and serves 886 children in 44 classes. With Head Start teachers and par-
ents, members develop enriched museum visits for Head Start students. These
classes visit the Children’s Museum where they explore exhibits and participate in
art activities.

Grantee: Rhode Island Commission on National and Community Service

Subgrantee: Rhode Island Children’s Crusade for Higher Education

Program Name: Rhode Island Children’s Crusade for Higher Education

Grant Type: State Program

Full-time AmeriCorps members: 40

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members support the educational success of
participating students in the sixth through ninth grades. Additionally, members pro-
vide direct service to strengthen schools, families, and communities in order to sup-
port poor children at risk of dropping out of school. The Crusade assists children
to graduate and take advantage of a scholarship for higher education. Members
complete assessments and assist the progress of 80 percent of the at-risk children
identified as Crusaders and make appropriate referrals to service agencies to help
students and their families. Approximately 3270 sixth-ninth grade children will be
profiled, followed, and aided in staying in school and maintaining satisfactory aca-
demic performance.

Grantee: Rhode Island Commission on National and Community Service

Subgrantee: Public Education Fund (Parents Making a Difference)

Program Name: Parents Making A Difference

Grant Type: State Program

Full-time AmeriCorps members: 35

Part-time AmeriCorps members: 14

Program Descriptions: AmeriCorps members create and operate family centers in
21 Providence elementary, middle and high schools as part of a state-wide effort at
school reform. In the family centers, members provide GED, ESL, and parenting
education classes as well as Domestic Violence Prevention training for 3,000 adults
in the community. Members also plan to tutor and mentor 14,600 students in those
participating schools. This program addresses the America Reads challenge by
launching Providence Reads where they collaborate with Learn and Serve America.
Members are actively recruited from the local welfare to work program.

Grantee: Rhode Island Commission on National and Community Service

Subgrantee: City Year, Inc.

Program Name: City Year Rhode Island

Grant Type: State Program

Full-time AmeriCorps members: 100

Part-time AmeriCorps members: 10

Program Descriptions: One hundred and seven full-time and 6 part-time
AmeriCorps Members tutor and mentor elementary school children, implement an
after school program, and present special issues workshops. In middle schools, mem-
bers teach a six week Creating Community Curriculum and operate Young Heroes



166

which is a junior service and service-learning program. Finally, members work to
revitalize 6 urban neighborhoods. These members serve in three teams and are
placed at six high need urban elementary and middle schools. Impact includes: im-
proved learning environment for 2,870 children; enriched middle school environment
for 1,200 children; and improved urban habitat for children and families in 6 urban
neighborhoods.

Grantee: Rhode Island Commission on National and Community Service

Subgrantee: City of Pawtucket

Program Name: Partners in Learning/AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 21

Program Descriptions: AmeriCorps Members provide educational assistance for at-
risk children grades K—2 from the diverse Cities of Pawtucket and Central Falls.
Members also tutor adults enrolled in GED, ESL and literacy programs and involve
children in community based academic enrichment programs during the summer
months. Expected impacts include, 60 percent of those who receive tutoring support
will show progress in reading skills; 70 percent of those parents involved in these
programs will report involvement in their child’s schooling; and 80 percent of those
enrolled in summer enrichment programs will report improved attitudes and inter-
est in the sciences as career options.

Grantee: Rhode Island Commission on National and Community Service

Subgrantee: Community College of Rhode Island

Program Name: CRRI—AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 30

Part-time AmeriCorps members: 4

Program Descriptions: AmeriCorps Members serve in three sites in the Providence
area, to provide educational support, bridge community needs through service learn-
ing, and encourage civic responsibility. Members specifically provide school readi-
ness activities for limited English proficient children, tutor and mentor low-income
elementary school students, and assist parents in skills to enhance child develop-
ment. Expected impacts include, 75 percent of children who participate will increase
their school readiness by 75 percent; 75 percent of children participating will in-
crease their English language skills; and 75 percent of parents participating will re-
port a 50 percent increase in their parenting skills.

Grantee: Rhode Island Commission on National and Community Service

Subgrantee: Rhode Island Commission—PF

Program Name: AmeriCorps Promise—Rhode Island

Grant Type: Promise Fellows

Full-time AmeriCorps members: 5

Part-time AmeriCorps members:

Program Descriptions: Fellows will serve in several capacities led by the United
Way in order to focus on all five resources of the Summit. Service activities will in-
clude establishing 50 neighborhood homework safe places, encouraging 100 Employ-
ers to allow employees paid time off for community service, and organizing an inter-
active Youth Resource Bank where people can contribute skills and talents to the
community. Expected results include increased volunteerism and resources across
Rhode Island. Fellows will serve in sites to be selected in a competitive process.

Grantee: Robert F. Kennedy Memorial

Subgrantee: RFK Fellows AmeriCorps Program—Parent

Program Name:

Grant Type: National Direct

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: The Robert F. Kennedy (RFK) Memorial works across the
county and around the world to carry forward Robert Kennedy’s mission for social
justice by helping disadvantaged and oppressed people and recognizing, training,
and supporting upcoming leaders. It currently sponsors the RFK Fellows program,
which is designed to train young people and provides them with public-service place-
ments. AmeriCorps Members, placed at community-based organizations, will assist
at-risk youth to gain leadership skills through provision of solutions to neighborhood
violence and out-of-school learning activities. Members will serve as mentors and tu-
tors, organize out-of-school activities, teach conflict resolution and violence preven-
tion, youth case management, and integrate community members in service.
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Grantee: Round Rock Chapter

Subgrantee: Round Rock Chapter

Program Name: Round Rock AmeriCorps

Grant Type: Tribe Territory

Full-time AmeriCorps members: 15

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps Members tutor 85 K-5 students to bring them
up to grade level in reading on this remote chapter of the Navajo Nation in Arizona.
Members are also constructing 2 homes and a teen center, building 8 bathrooms for
houses that lack them, and producing a community newsletter. Members will recruit
115 community members including local teens, to assist them in providing youth
recreational activities and culture camps after school and in the summer. Members
serve in two teams in a isolated, rural area.

Grantee: South Carolina Commission on National and Community Service

Subgrantee: Winthrop University

Program Name: Winthrop AmeriCorps: Empowerment Through Literacy

Grant Type: State Program

Full-time AmeriCorps members: 8

Part-time AmeriCorps members: 24

Program Descriptions: AmeriCorps members tutor 225 low performing students in
grade 2-6 and 9-12 to raise 90 percent of their reading scores above the 50th per-
centile or pass the state competency for reading and literacy. Members also tutor
30 special needs students in grades 2-6 to increase their standardized test scores
by one grade. Additionally members tutor 100 students in grade 2-5 to increase
their reading comprehension scores by one grade level. Members serve at one of four
sites. The program will recruit and utilize 40 community volunteers in support of
this literacy effort.

Grantee: South Carolina Commission on National and Community Service

Subgrantee: Benedict College

Program Name: Benedict College AmeriCorps Program

Grant Type: State Program

Full-time AmeriCorps members: 12

Part-time AmeriCorps members:
Program Descriptions: AmeriCorps members tutor 150 K—6 low-achieving students
(both in-school and after-school) so that 85 percent increase reading and math scores
one grade level. Members also tutor 75-achieving students in a summer enrichment
program so that 85 percent increase math and reading scores one grade level. Mem-
bers serve in one of three elementary school. This program recruits and utilizes 30
volunteers to provide 1,500 hours of service.

Grantee: Summerbridge National, Inc.

Subgrantee: Summerbridge National—Parent

Program Name: Summerbridge ACorps Teaching Program

Grant Type: National Direct Central

Full-time AmeriCorps members.

Part-time AmeriCorps members:

Program Descriptions: Summerbridge National promotes school success while pre-
paring students for high-school programs and developing high school and college
students as future educators. Summerbridge National AmeriCorps Members pro-
vided tutoring and mentoring support in after-school, weekend, and summer set-
tings, provided enrichment class instruction, provided service and service-learning
opportunities for elementary, middle, secondary school and college students, and
cultivated young educators.

Grantee: Teach For America, Inc.

Subgrantee: Baltimore/Teach For America, Inc.
Program Name: Teach for America—Baltimore

Grant Type: National Direct Central

Full-time AmeriCorps members: 63

Part-time AmeriCorps members:

Program Descriptions: Teach for America (TFA) is a national teacher corps dedi-
cated to improving educational achievement of under-served school age youth. TFA
places a diverse group of recent college graduates as teachers in urban and rural
school districts facing critical teacher shortages. AmeriCorps Members teach under-
served youth at inner-city and rural public schools. Members assume leadership
roles on school committees, sponsoring after school enrichment and recreational op-
portunities. Members also coordinate and implement service projects addressing
specific community needs.
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Grantee: Teach For America, Inc.

Subgrantee: Houston/Teach For America, Inc.

Program Name: Teach for America

Grant Type: National Direct Central

Full-time AmeriCorps members: 37
Part-time AmeriCorps members:

Program Descriptions: Teach for America (TFA) is a national teacher corps dedi-
cated to improving educational achievement of under-served school age youth. TFA
places a diverse group of recent college graduates as teachers in urban and rural
school districts facing critical teacher shortages. AmeriCorps Members teach under-
served youth at inner-city and rural public schools. Members assume leadership
roles on school committees, sponsoring after school enrichment and recreational op-
portunities. Members also coordinate and implement service projects addressing
specific community needs.

Grantee: Teach For America, Inc.

Subgrantee: Enfield/Teach For America, Inc.

Program Name: Teach for America

Grant Type: National Direct Central

Full-time AmeriCorps members: 60

Part-time AmeriCorps members:

Program Descriptions: Teach for America (TFA) is a national teacher corps dedi-
cated to improving educational achievement of under-served school age youth. TFA
places a diverse group of recent college graduates as teachers in urban and rural
school districts facing critical teacher shortages. AmeriCorps Members teach under-
served youth at inner-city and rural public schools. Members assume leadership
roles on school committees, sponsoring after school enrichment and recreational op-
portunities. Members also coordinate and implement service projects addressing
specific community needs.

Grantee: Teach For America, Inc.

Subgrantee: McAllen/Teach For America, Inc.

Program Name: Teach for America—McAllen

Grant Type: National Direct Central

Full-time AmeriCorps members: 78

Part-time AmeriCorps members:

Program Descriptions: Teach for America (TFA) is a national teacher corps dedi-
cated to improving educational achievement of under-served school age youth. TFA
places a diverse group of recent college graduates as teachers in urban and rural
school districts facing critical teacher shortages. AmeriCorps Members teach under-
served youth at inner-city and rural public schools. Members assume leadership
roles on school committees, sponsoring after school enrichment and recreational op-
portunities. Members also coordinate and implement service projects addressing
specific community needs.

Grantee: Tennessee State Commission on National and Community Service
Subgrantee: The University of Tennessee at Chattanooga

Program Name: Chattanooga Family Service Corps

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 16

Program Descriptions: AmeriCorps members provide mentoring, in-school and
after-school tutoring, and summer learning opportunities to more than 250 children,
of which 75 percent will reach their individual reading learning goal. Chattanooga
Family Service Corps aims to improve the academic success of low-income children
from south Chattanooga who have been identified as at-risk of school failure and
encourages parental participation in school activities by involving more than 100
parents of the children tutored. Members also coordinate service-learning at 4 area
schools with children in grades K-3 and involve parents to participate in school ac-
tivities.

Grantee: Tennessee State Commission on National and Community Service

Subgrantee: Upper Cumberland County Community Health Agency

Program Name: School Achievement Partnership Project

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 30

Program Descriptions: AmeriCorps members tutor children and make family con-
tacts in an effort to promote regular attendance of children identified as truant and
to involve the parent in the children’s academic achievements. The School Achieve-
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ment Partnership Project is increasing attendance by 15 percent of at least 70 per-
cent of the 450 students served. Of the 300 elementary school children tutored in
four participating rural counties of the Upper Cumberland region of Middle Ten-
nessee, 70 percent will demonstrate academic success with an increase of one or
more letter grade(s). In the summer, corps members organize Youth Power Teams
to engage 4th—6th graders in service-learning activities.

Grantee: Tennessee State Commission on National and Community Service

Subgrantee: Emerald Avenue Urban Youth

Program Name: Emerald Avenue AmeriCorps Urban Youth Initiative

Grant Type: State Program

Full-time AmeriCorps members: 12

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members tutor at-risk students in grades 2—
5, as well as teach computer skills through newsletter production in an after-school
program and summer day camp for 6th—8th grade students. Of 75 children tutored,
65 percent demonstrate an increase in academic achievement. Members also lead
nonviolent learning sessions to 100 students in grades 2-8, resulting in a 30 percent
decrease of violent/aggressive behavior by the end of the year and 75 percent de-
crease in nonviolent classroom behavior. Members are assigned to three community
centers in the Knoxville area.

Grantee: The Arc of The United States

Subgrantee: The Arc of Montgomery County

Program Name: The ARC of Montgomery County—C.O.N.N.E.C.T.S.

Grant Type: National Direct

Full-time AmeriCorps members: 20

Part-time AmeriCorps members:

Program Descriptions: The Arc of the United States is the nation’s largest volun-
teer organization solely devoted to improving the welfare of Americans with mental
retardation and their families, working through 1200 chapters across the nation.
AmeriCorps Members mentor individuals with mental retardation on a one-to-one
basis, teach independent living skills, and assist integration into community life.
Members serve as liaisons between the community and disabled persons and edu-
cate community groups, local businesses and the general public about the needs of
developmentally disabled.

Grantee: The ASPIRA Association Inc.

Subgrantee: Aspira (Washington)—Parent

Program Name: ASPIRA/AmeriCorps Community Service Program

Grant Type: National Direct

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: Aspira Association, Inc. is a national non-profit organiza-
tion devoted solely to serving Puerto Rican and other Latino youth through leader-
ship development and education. AmeriCorps Members teach Latino youth literacy,
language and mathematical skills through tutoring and mentoring in school and
after school. Members develop and facilitate programs providing leadership develop-
ment, service learning, and enrichment activities. Members also conduct outreach
to parents individually and through group programming.

Grantee: The Houston READ Commission

Subgrantee: The Houston READ Commission—Parent

Program Name: National Direct Sub

Grant Type:

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: The Houston READ Commission is a non-profit created in
1988 by the City of Houston to coordinate, promote and expand adult and family
literacy services in the greater Houston area. It has been instrumental in raising
an additional million dollars to support local community-based literacy efforts. It en-
joys strong relationships with the Houston Community College System and the
Texas State Commission. Literacy*AmeriCorps Members provide literacy instruction
for children and adults and target the specific need of increasing children’s literacy
skills. AmeriCorps Members increase literacy for families by providing English as
a Second Language courses, basic skills, pre-GED and GED classes, homework as-
sistance to school-age children, family and parent literacy programs. America Reads
activities include recruiting and training volunteers as tutors for young children.

Grantee: University of Maryland Baltimore County
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Subgrantee: UMBC/Shriver-Choice

Program Name: The Choice Program

Grant Type: Ed Award Only

Full-time AmeriCorps members: 131

Part-time AmeriCorps members: 11

Program Descriptions: Members work in round-the-clock service designed to curb
delinquency and reduce school dropout among the most troubled youth in the area.

Grantee: University of St. Thomas

Subgrantee: Minnesota Campus Compact

Program Name: STAND and Deliver

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 100

Program Descriptions: Members will organize and lead service-learning projects—
tutoring, building homes, researching, and cleaning streams.

Grantee: Utah Commission on Volunteers

Subgrantee: Salt Lake County Reads and Promotes Service

Program Name: Salt Lake County Reads and Promotes Services (SLORPS)

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 85

Program Descriptions: Members provide small group instruction for youth who
need additional help after-school.

Grantee: Vermont Commission on National and Community Service

Subgrantee: Lyndon State College

Program Name: Northeast Kingdom Initiative

Grant Type: State Program

Full-time AmeriCorps members: 14

Part-time AmeriCorps members: 10

Program Descriptions: Members tutor 300 Northeast Kingdom youth. Also, mem-
bers operate resource centers that provide 400 residents of rural Vermont with com-
puter resources, educational material, and courses on adult literacy and parenting
skills. These members effectively impact 150-220 children and adults by increasing
reading skills by a grade level; assisting 125 victims of domestic violence resulting
in 70 percent of the families choosing healthy behavior; and mentoring 200 youth
in order to increase their academic success by 40-55 percent.

Grantee: Vermont Commission on National and Community Service

Subgrantee: Lyndon State College

Program Name: Literacy in the Kingdom (Northeast Kindgom Initiative
AmeriCorps)

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 20

Program Descriptions: Members provide tutoring, reading, and mentoring to
young children and at-risk youth. Members also provide needed support for unem-
ployed or underemployed adults and welfare recipients.

Grantee: Vermont Commission on National and Community Service

Subgrantee: Vermont Commission—PF

Program Name: Vermont America’s Promise Fellowship Program

Grant Type: Promise Fellows

Full-time AmeriCorps members: 8

Part-time AmeriCorps members:

Program Descriptions: Fellows will serve in non-profit and state agencies to help
private and public agencies focus on the goal of serving 15,000 additional Vermont
Children by 2000. Service activities will include identifying and working with com-
munity partners to develop service learning programs, developing a T/TA Needs As-
sessment tool and organizing a statewide conference to disseminate information,
and coordinating a process to recruit mentors. Anticipated outcomes are an increase
in students participating in service learning, a system to recruit mentors and volun-
teers, and the creation of afterschool programs and out of school programs. Fellows
will serve in eight organizations across the state.

Grantee: Virginia Commission on National & Community Service
Subgrantee: Fredericksburg City Public Schools

Program Name: Rappahannock AmeriCorps

Grant Type: State Program
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Full-time AmeriCorps members: 14

Part-time AmeriCorps members: 20

Program Descriptions: AmeriCorps members provide in-class support to educa-
tionally at-risk students in grades K-8 to increase K-5 grade children to “satisfac-
tory” performance and to improve middle schoolers’ grade point average at least one
letter grade. Members also provide individual tutoring for students at risk of failing
state-mandated achievement tests, and mentor truant students in after-school pro-
grams. A total of 500 students are served.

Grantee: Virginia Commission on National & Community

Subgrantee: Virginia Cooperative Extension Americorps Program

Program Name: VCE AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 40

Program Descriptions: AmeriCorps members deliver educational activities at 4-H
after-school and summer programs for youth ages 5—14. Members plan and conduct
training sessions for workforce preparation for 13- to 19-year-old teens. Members
serve in one of three northern Virginia communities.

Grantee: Virginia Commission on National & Community

Subgrantee: Northern Virginia Urban League—2

Program Name: Alex Can Read Initiative

Grant Type: State Program

Full-time AmeriCorps members:

Part-time AmeriCorps members: 24

Program Descriptions: AmeriCorps members provide tutoring in reading to 100
K-3rd grade children in four elementary schools to increase student reading ability
by V% grade level. Members also lead and support learning activities for 3- to 5-year-
olds in Head Start classrooms, and coordinate the reading tutorial services of com-
munity volunteers in the schools served by members.

Grantee: Virginia Commission on National & Community

Subgrantee: Virginia Commonwealth University Americorps

Program Name: VCU AmeriCorps

Grant Type: State Program

Full-time AmeriCorps members: 15

Part-time AmeriCorps members: 40

Program Descriptions: AmeriCorps members assist families transitioning from
welfare to work in three impoverished inner-city neighborhoods. Services include job
readiness training, job search assistance, and quality care and academic enrichment
to pre-school and school-aged children during the school day and after school.

Grantee: Washington Commission on National and Community Service

Subgrantee: Washington Dept. of Social and Health Services

Program Name: Fostering Youth and Community Partnerships

Grant Type: Ed Award Only

Full-time AmeriCorps members: 5

Part-time AmeriCorps members: 20

Program Descriptions: Members recruit, select, train and support mentors for ado-
lescents in foster care.

Grantee: West Virginia Commission for National and Community Service

Subgrantee: Regional Family Resource Network

Program Name: Regional Family Resource Network

Grant Type: State Program

Full-time AmeriCorps members: 20

Part-time AmeriCorps members: 3

Program Descriptions: AmeriCorps members tutor and mentor 575 children to im-
prove academic and behavioral problems, coordinate immunizations and health clin-
ics for more than 7,200 children resulting in a 10 percent increase in the area’s im-
munization rate, and assist in the development of pre-school programs that enrich
parent/child interactions and school preparedness for more than 200 families. Mem-
bers are assigned to one of 8 participating Family Resource Center sites in rural
and urban communities of West Virginia and, in addition to their direct services,
they recruit and train more than 250 parents and community volunteers to assist
in service activities.

Grantee: West Virginia Commission for National and Community Service
Subgrantee: North Central Regional Education Service Agency
Program Name: The Challenge Club
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Grant Type: State Program

Full-time AmeriCorps members: 10

Part-time AmeriCorps members:

Program Descriptions: AmeriCorps members tutor and mentor 600 elementary-
aged school children in-and after-school, and as part of a summer program. Through
a balance of educational and recreational activities, more than 80 percent of the 600
students participating improve one letter grade in one subject tutored and dem-
onstrate marked improvements in their social and life-coping skills. Members with
The Challenge Club are serving two communities of north central West Virginia.

Grantee: Western Washington University/ WA Campus Compact

Subgrantee: Western Washington University /WA Campus Compact

Program Name: Campus Reads Education Awards Program

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 210

Program Descriptions: Members tutor K—6 youth using resources from WA Insti-
tutions of Higher Education to improve reading skills.

Grantee: Wisconsin National & Community Service Board

Subgrantee: North Central Community Action Program

Program Name: AmeriCorps Team-Greater Wausau Area

Grant Type: State Program

Full-time AmeriCorps members: 9

Part-time AmeriCorps members: 16

Program Descriptions: AmeriCorps members provide direct service to youth to in-
crease their level developmental assets in order to reduce youth involvement in at-
risk behaviors. Members activities include literacy tutoring, mentoring, after-school
activities, and volunteer generation.

Grantee: Woodrow Wilson National Fellowship Fnd.

Subgrantee: National School and Community Corps (Princeton)—Parent

Program Name:

Grant Type: National Direct

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: The Woodrow Wilson National Fellowship Foundation iden-
tifies critical education needs and develops programs to address those needs, includ-
ing fellowships and programs for students, minorities and teachers. The National
School & Community Corps (NSCC) was established in 1994. Its AmeriCorps Mem-
bers provide services in literacy, the arts, and service learning to children and
adults. Members also provide mentoring, homework assistance, club activities, youth
leadership, conflict resolution, and other programs as identified by local commu-
nities and schools.

Grantee: Youth Volunteer Corps of America, Inc.

Subgrantee: Youth Volunteer Corps of America—Parent

Program Name: Youth Volunteer Corps of America

Grant Type: National Direct Central

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: Youth Volunteer Corps of America (YVCA) creates and in-
creases volunteer opportunities to enrich America’s youth, addresses community
needs, and develops a lifetime commitment to service. There are currently Youth
Volunteer Corps programs in over 50 communities in the United States. AmeriCorps
Members act as service learning coordinators, recruiting and training school-age
youth to recognize and address community problems, and provide tutoring, men-
toring, and reading support. Members also recruit, lead, and supervise volunteers
in youth-generated service projects, while encouraging each volunteer to commit to
a lifetime of service.

Grantee: Youth Volunteer Corps of America, Inc.
Subgrantee:

Program Name:

Grant Type:

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions:

Grantee: Youth Volunteer Corps of America, Inc.
Subgrantee: YVCA
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Program Name: YVCA AmeriCorps Education Awards Program

Grant Type: Ed Award Only

Full-time AmeriCorps members:

Part-time AmeriCorps members: 70

Program Descriptions: Members will recruit, organize, and lead youth volunteers
to engage in community service projects—tutoring, mentoring, after-school and sum-
mer programming.

Grantee: Youth Volunteer Corps of America, Inc.
Subgrantee:

Program Name.

Grant Type:

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions:

Grantee: YouthBuild USA, Inc.

Subgrantee: YouthBuild USA—Parent

Program Name: Youthbuild USA

Grant Type: National Direct

Full-time AmeriCorps members:

Part-time AmeriCorps members:

Program Descriptions: YouthBuild USA, Inc., is a national non-profit organization
that engages educationally at risk youth in a combination of service and youth de-
velopment activities. The service activities focus primarily on renovating houses and
buildings for the homeless and low income families. YouthBuild USA has a substan-
tial number of affiliate organizations across the country. Members serve directly
with community based organizations to rehabilitate abandoned housing and build
new homes for homeless people, persons with HIV/AIDS, the physically challenges,
and low income families. They build awareness of community issues and generate
volunteers for local service projects.

Question. A news report on December 31, 1998 indicated that AmeriCorps partici-
pants have engaged in partisan political activities and so-called “AmeriRallies” to
solicit money for political purposes and to hand out political literature for partisan
causes. The report even mentions rallies for Members of Congress. I will provide you
with a copy of the report. Can you tell me if AmeriCorps workers are indeed en-
gaged in these kinds of activities, and if so, what the justification is for it? What
rules are in place to guard against misuse of AmeriCorps participants for partisan
political causes?

Answer. The report essentially repeats concerns expressed several years ago by
the House Education and the Workforce Subcommittee on Oversight and Investiga-
tions. At that time, the Corporation reviewed each matter and determined either
that the allegations were not supported in fact or had been appropriately addressed
by the responsible oversight agency.

For example, on June 7, 1995, the Corporation explained to the Subcommittee
that the “Maxine Waters Day of Caring” was a service event sponsored by a local
non-profit foundation, which occasionally names service events after well-known citi-
zens of Los Angeles. Representative Waters did not attend the event; her staff did
not attend the event; and no political activity occurred on that day. Instead, commu-
nity volunteers and AmeriCorps members gave food and other assistance to home-
less veterans in Los Angeles. When questions were raised about this event, the Cor-
poration provided supporting documentation to the committee from the Los Angeles
Veterans Education and Training Service, the Los Angeles Veterans Initiative, and
the Kenny Nickelson Memorial Foundation for Homeless Veterans.

The Corporation takes such concerns seriously. We have adopted strict rules pro-
hibiting partisan political activities by AmeriCorps members. The grant agreement
for every AmeriCorps program contain very detailed restrictions, including the fol-
lowing:

While charging time to the AmeriCorps Program, accumulating service/training
hours or otherwise engaging in activities associated with the AmeriCorps program
or the Corporation, staff and Members may not engage in the following activities:

—a. Any effort to influence legislation.

—b. Organizing or engaging in protests, petitions, boycotts or strikes.

—c. Assisting, promoting or deterring union organizing.

—d. Impairing existing contracts for services or collective bargaining agreements.

—e. Engaging in partisan political activities or other activities designed to influ-

ence the outcome of an election to any public office.
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—f. Participating in, or endorsing, events or activities which are likely to include
advocacy for or against political parties, political platforms, political candidates,
proposed legislation, or elected officials—.

—g. Voter registration drives by AmeriCorps Members.

These prohibitions on political activities are in place to guard against misuse of

AmeriCorps members for partisan political causes. Should any instance of violation
be brought to our attention, we will take swift action to enforce the prohibitions.

QUESTIONS SUBMITTED BY SENATOR MIKULSKI

Question. How many AmeriCorps members have completed their term of service?

Answer. As of March 17, 1999, 77,514 have earned an education award. Most
members in program years 1994 through 1997 have completed their service. Most
members funded in program year 1998 are still serving.

Question. How many AmeriCorps members have used their education awards?

Answer. Of the awards earned, 43,793 have been used in whole or in part. Mem-
bers have seven years after completion of their service to use the education award.
About 70 percent of the awards earned in the first year of the program have been
used in whole or in part. Members in that first year have until 2002 to use their
awards. See attached fact sheet entitled “AmeriCorps and the National Service
Trust: Enrollment Data and Use of the Education Award” for more information.

Question. How many volunteers were recruited? What have they done in their
communities?

Answer. Most AmeriCorps programs recruit, train, and/or supervise uncompen-
sated members of their local community to assist in their service activities. These
so-called leveraged volunteers substantially increase the amount of service
AmeriCorps can provide to communities. In addition, the volunteers benefit from the
opportunity to give back to their communities through meaningful, well-planned ac-
tivities.

We estimate that during the period 1994 through 1999, AmeriCorps programs re-
cruited, trained or supervised about 1.7 million community volunteers. This aver-
ages out to about 12 leveraged volunteers per member since 1994.

The recently released evaluation of AmeriCorps State/National Direct sheds some
light on the roles, contributions and experiences of leveraged volunteers in
AmeriCorps programs. The report notes that the leveraged volunteers “varied great-
ly in education, age, demographics and socioeconomic backgrounds.” They were in-
volved in a range of service activities, including “* * * holding one day events, for
example, health fair, tutoring students, constructing houses, cleaning up trash, and
other labor intensive environmental projects.” The researchers drew a clear distinc-
tion between the roles of the AmeriCorps members and those of the community vol-
unteers. Members tended to be engaged in activities that traditional volunteers
could not perform because they required full-time or extensive part-time effort.
Community volunteers were used in roles more appropriate to their available time,
usually a few hours per week at most. The programs and the communities appear
to have benefited from the relationships, however. The volunteers were interested
in what AmeriCorps programs were doing, and often benefited from the overall im-
pact of the program on their community. The AmeriCorps programs, in turn, used
the knowledge gained from volunteers to more quickly tailor the programs to com-
munity needs, to reduce resistance toward new community initiatives, and to more
deeply engage their members.

The report points out that for volunteers to be used to greatest advantage, and
to ensure that they have a positive experience, certain conditions need to be met,
for example, programs must be well-organized, be able to solicit community mem-
bers to become involved. Some programs during the startup years of AmeriCorps
struggled to meet these conditions. Others were hampered by the realities of their
program locations; community members were too economically pressed to have spare
time to volunteers or, in other cases, had concern for their personal safety.

Overall, however, AmeriCorps’ efforts with community volunteers have been of
great value to the programs, the volunteers, and their communities. To better un-
derstand AmeriCorps’ use of community volunteers, their value to the programs,
and their experiences, the Corporation’s Office of Evaluation will be initiating a
study during this fiscal year to study volunteer leveraging in detail.

Question. What happened in the communities where members served?

Answer. Aguirre International’s evaluation of AmeriCorps during 1994-1996 docu-
ments many of the significant contributions that AmeriCorps made to communities
during its first years. Perhaps first among them is the tremendous volume of service
accomplishments achieved by the local AmeriCorps programs. The report describes
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a detailed investigation of randomly selected programs and concludes that, overall,
the accomplishments resulted in positive impact on the service recipients. The re-
port is also encouraging in its depiction of the role of AmeriCorps in strengthening
the institutions and communities in which it serves. The report concludes:

“The institutional impacts of AmeriCorps were far stronger than expected
* % * Often as a result of partnership with AmeriCorps, institutions were
able to streamline their service delivery within communities* * *. New re-
lationships between agencies were made [that permitted agencies to] pool
resources—and provide communities with more cohesive, comprehensive
services. In some instances, AmeriCorps was a catalyst for change [among
community agencies].

“In almost all cases (95 percent), involved institutions felt that
AmeriCorps had a positive impact on their organizations. Only 2 percent
said that they did not want to continue their AmeriCorps collaborations. In-
volved institution representatives stated that AmeriCorps had infused their
organizations with new resources, helped them achieve their goals, made
their jobs easier, and helped their clients. Schools that were host sites to
members were particularly grateful to AmeriCorps programs for easing
teachers’ burdens, expanding the quality of education, and increasing con-
tacts between students and adults. Businesses that began by providing re-
sources often became involved in direct service over time.”

As the report details, community representatives nationwide gave AmeriCorps
high marks for the impact of its services and for the role it is playing in the commu-
nity. The authors note that “The impact of AmeriCorps in terms of mobilizing com-
munities and infusing hope into depressed communities cannot be understated.”

In addition to results for communities and service recipients, the report provides
data on the positive short-term outcomes of service for AmeriCorps members them-
selves. Members achieved statistically significant gains in so-called SCANS skills
(life skills, general employment skills) over comparison groups of non-members.
These skills permit members to better help themselves, as well as their commu-
nities, long after their service ends.

Que{;stion. What is the sustainability of the impact of AmeriCorps on local commu-
nities?

Answer. The Aguirre International report provides clear indication AmeriCorps
programs are providing the services whose impact will be sustained. As the fol-
lowing table, taken from the Aguirre report, indicates, programs are having the type
of impact likely to be sustained in communities. Community members value the pro-
gram services, perceive the program to have a very positive impact on their commu-
nities and view them as strengthening their communities. All of these indicators are
critical to the sustainability of the service impact.

COMMUNITY REPRESENTATIVE RATINGS OF AMERICORPS’ COMMUNITY STRENGTHENING

INDICATORS

[Percentages]
) Unsatisfac-
i S ety

e

Overall project impact ......cccoooreivrrmrrrierrecse s 14 69 13 3
Impact on the community ... 11 71 17 2
Strengthen communities .. 12 56 25 7
Overall project quality ........ 20 65 11 4
Provide support to the community ..... 20 63 14 3
Working with other groups/agencies 23 63 18 4
Understanding clients .......c..cccooe.... 29 61 15 1
Understanding community politics ........cccooevvvereererrerrennnen. 10 53 21 16
Community mobilization 15 45 28 12
Reach goals/objectives 24 59 15 2
Make communities more aware of issues 8 46 27 2
Help organizations work better w/each other .................... 4 53 36 8
Provide sense of community leadership ... 15 47 25 13
Change ways CBOs work together ..........ccccoovevvevceveernnnes 10 54 32 5
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COMMUNITY REPRESENTATIVE RATINGS OF AMERICORPS’ COMMUNITY STRENGTHENING
INDICATORS—Continued

[Percentages]

Unsatisfac-
Out- Excellent/ Satisfac-  tory/Develop-
Measure standing Very Good tory ment Need-
ed
Encourage civic responsibility among groups ................... 12 57 24 6

Source: Community representative interviews.

For several reasons there is, at present, no more direct evidence about the sus-
tainability of the impacts of AmeriCorps service on local communities. For the most
part, successful AmeriCorps programs continue to receive Corporation funding. A
study being initiated this year will attempt to assess the sustainability of the insti-
tutional networks and community building effects of AmeriCorps.

Question. What have participants done once they have left programs?

Answer. Although the Corporation has not conducted a specific survey of all
former AmeriCorps members to determine what they do following AmeriCorps serv-
ice, we do know several things.

First, after leaving service members enter or continue schooling. Of those mem-
bers earning education awards in the first program year, approximately 50 percent
have used all or a portion of their award to attend institutions of higher education.
(Others have used their education award to pay off loans, and still others have sev-
eral years remaining in which to use the award.)

Second, many members continue their service activities. A study of the alumni in
the AmeriCorps Leader program concluded the following:

—92 percent volunteered in their community.

—96 percent contributed monies to nonprofit organizations and charities.

—87 percent provided labor, training, grant writing and consulting assistance to

local projects.

—87 percent continued in service as a profession.

A national study of all AmeriCorps members conducted by Aguirre International
found strong interest in community service careers among AmeriCorps members.
Two-thirds of those leaving said they would probably or definitely become involved
in community service as staff members. In terms of actions taken, one in eight had
already taken steps to secure a staff position in a community service agency.

This same study found that by the end of the AmeriCorps service term, almost
all members (99 percent) reported plans of engaging in future community service.

Third, we know from the experience of Peace Corps and AmeriCorps*VISTA that
many former members will go on to be among the political, civic, and education
leaders of our communities. There are already many individual stories of remark-
able career successes by former members.

Beginning this fiscal year we are considering initiating a longitudinal study of
AmeriCorps members that will provide a detailed analysis of the post-program life
and career paths of former members. Alternatively, we are considering conducting
a retrospective study of AmeriCorps members who have graduated.

Question. Is there an AmeriCorps alumni association?

Answer. Yes. Please see the attached information.

LETTER FROM KATIE FLOYD

AMERICORPS ALUMS, INC.
Washington, DC, April 14, 1999.
Senator BARBARA MIKULSKI,
Senate Office Building,
Washington, DC.

DEAR SENATOR MIKULSKI: Greetings from AmeriCorps Alums, Inc., the national
alumni association for AmeriCorps graduates. I am aware that at the Senate hear-
ing for the Corporation for National Service in early March, you inquired about the
existence of an alumni association for AmeriCorps. I would like to take this oppor-
tunity to introduce you to our small but growing organization.

Our history dates back to the fall of 1995. That year, AmeriCorps Alums was
launched as a program of the Partnership for National Service, a non-profit organi-
zation which raised private sector support for AmeriCorps programs. In April 1997,
the weekend of the Presidents’ Summit in Philadelphia, roughly 70 alumni convened
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for the first-ever reunion of AmeriCorps graduates. During the weekend,
AmeriCorps Alums officially incorporated as an independent 501(c)(3) non-profit as-
sociation. Our three-fold mission is to meet the needs of AmeriCorps graduates, to
support AmeriCorps, and to uphold the ethic and practice of community service.

Currently, the organization serves almost 1,600 active members. Though we have
limited resources at this point, I am proud to note that through our programs, we
have been able to keep alumni informed about legislative updates; direct alumni to
post-AmeriCorps career opportunities; deliver transitional training to a few thou-
sand graduating corps members; and start the development of local alumni chapters
in 13 cities across the U.S.

An October 1997 survey of AmeriCorps Alums’ membership shows that almost 40
percent are working in the non-profit field, and over 60 percent continue to volun-
teer in their communities at least 10 hours a month. Given the civic-mindedness
that many AmeriCorps members possess and develop upon entering the program,
coupled with the skills they acquire while in AmeriCorps, I am confident that there
are thousands of AmeriCorps alumni who continue to touch the communities in
which they live.

The enclosed flyer, list of achievements, and newsletters should give you a greater
understanding of the organization. If you have any other questions about
AmeriCorps Alums, Inc., please do not hesitate to contact me at (202) 729-8180 or
Acorpalums@aol.com. Thank you for your interest.

In service,
KaTiE FLOYD,
Member Services Coordinator.

AMERICORPS ALUMS, INC. ACCOMPLISHMENTS: 1997—1998

Meeting the Needs of AmeriCorps alumni

D}?veloping partnerships which provide association members with over 1,800 jobs
each year.

Preparing 2,500 members of the AmeriCorps Class of 1998 for the post-
AmeriCorps transition through career development training.

Improving communication with alumni by launching two e-mail listservs for net-
working and job searching, and by doubling the size of Alum Action, the association
newsletter.

Raising the awareness of the education awrd tax with the help of an AmeriCorps
graduate who relayed statistics and hardship stories to 15 congressional offices and
two leading publications: The Chronicle of Higher Education (July 31, 1998) and the
Christian Science Monitor (September 22, 1998).

Building a national network of AmeriCorps graduates

Increasing current association membership by 225 percent.

Establishing affiliate networks with local alumni leaders in Baltimore, Philadel-
phia, and Washington.

Instituting partnerships with fifteen state community service commissions, which
provides AmeriCorps Alums, Inc. memberships to over one-third of all AmeriCorps
programs (providing our career development resources to over 5,500 current
AmeriCorps members).

Creating an official website (http:/www.americorpsalums.org) into a one-stop
shopping place for graduates by linking them to the association, one another, service
opportunities, job postings, financial and education award tips, higher education re-
}slources(,:1 and information on the AmeriCorps reauthorization process. Over 8,000

its to date.

Strengthening Organizational Capacity

Hiring a full-time member services coordinator.

Developing training capacity so that AmeriCorps Alums, Inc. can assist
AmeriCorps grantees 1n increasing the likelihood of success of the AmeriCorps grad-
uate.

Raising $25,000 and $32,000 in the first two annual “Friends of AmeriCorps”
fundraisers, with honored guest First Lady Hillary Rodham Clinton attending the
second celebration.

Collaborating with nationally-recognized membership organizations (NAACP,
Child Welfare League, National Peace Corps Association) and higher education in-
stitutions (College of William and Mary, University of Notre Dame) to implement
a national network of AmeriCorps alumni chapters.

[CLERK’S NOTE.—Additional background on AmeriCorps Alums can be found in the
VA-HUD subcommittee’s files.]
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Question. How many education awards are used to pay off loans? What percentage
of those awards are for full-time participants?

Answer. Of the awards that have been used, 44 percent have been used in whole
or indpart to pay off existing student loans. Of those, 82 percent were full time
awards.

Quegtion. What percentage of participants use their vouchers to begin higher edu-
cation?

Answer. Approximately one-fourth of all AmeriCorps members have a high school
education or less, and use their voucher to begin higher education. The other 75 per-
cent of AmeriCorps members use their voucher to continue higher education or pay
off qualified student loans.

Question. Of the participants who use their education award to begin higher edu-
cation, how many went to two-year schools and how many went to four-year schools?

Answer. The Corporation does not routinely collect data on the types of institu-
tions attended by AmeriCorps members, including a breakdown of two- and four-
year institutions. If the Committee wishes a separate study to be done on this mat-
ter, the Corporation can do so.

Question. Have AmeriCorps participants used their education awards to further
higher education?

Answer. Yes. Please see the attached information.

AMERICORPS AND THE NATIONAL SERVICE TRUST
ENROLLMENT DATA AND THE USE OF THE EDUCATION AWARD 1

Education awards earned

To date, over 77,000 awards have been earned. Of those, full-time members have
earned 70 percent of the awards, and part-time members have earned 30 percent.

Part-time members

Since the beginning, State Commissions and local programs have enrolled a sig-
nificant number of part-time members, including those serving in summer pro-
grams. The following table summarizes actual full-time and part-time Trust enroll-
ments by program year:

Program year Full-time Full-time Part-time Part-time All mem-

members percent members percent bers
16,054 64 9,163 36 25,217
17,844 71 7,338 29 25,182
17,608 70 7,520 30 25,128
22,963 61 14,586 39 37,549
Total oo 74,469 66 38,607 34 113,076

Use of education awards

Members have used over 40,000 awards to:

—Pay for the cost of going on to school (56 percent);

—Pay education loans for previous schooling (34 percent); and

—Pay for both going on to school and for loans for previous schooling (9 percent).

Of those members enrolled in the first year class (94) who earned awards, 70 per-
cent have used all or a portion of their award.

Of the dollar value of the education awards earned by members in the first year
class (94), 61 percent has been used to date. First-year members have three more
years to use their awards. The Corporation’s budget estimates that 78 percent of
awards earned will be used before the seven-year expiration date.

There is no substantial difference in the use of awards between full-time and part-
time members, except that those serving only in summer programs tend to use their
award, which is smaller, more quickly than those serving in full-year programs.

Question. What has been the impact of literacy programs?

Answer. Since fiscal year 1994, education programs, including literacy activities
for young children, have been a high priority for national service. Governor-ap-
pointed state commissions on national and community service have focused national
service resources on unmet needs in education. In addition, AmeriCorps*National
and Education Award programs, as well as service-learning programs at the K-12

1 As of March 16, 1999.
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and higher education levels, and senior programs have targeted service activities on
the education needs of youth.

I summarized some of these impacts in my written statement for the record. We
will provide copies of all literacy evaluations to the Committee.

Literacy programs supported by the Corporation under the AmeriCorps*State and
National category reported the following results for the 1996-97 program year:

1. In all programs, 5,700 members at 305 sites supported the tutoring of youth
in grades 1-12. Sixty-seven percent of youth tutored in grades 1-12 (of 128,000
measured) showed improvement during the program year.

2. In all programs, 4,700 members supported academic mentoring at 258 sites.
Seventy-six percent (of 53,000 mentored students measured) showed improvement
during the program year.

3. In all programs, over 2,000 members taught in grades 1-12. Sixty-nine percent
(of 70,000 students measured) showed improvement during the program year.

An independent analysis of these project reports and program generated evalua-
tion materials, noted:

“* * ¥ programs are using measures [evaluation] that are appropriate for
the individuals they are serving and the type of tutoring they are providing.

“* % * tutoring programs investigated in this study reported positive
changes for the students who receive tutoring.”

In a 1999 study of the Corporation for National Service’s Seniors for Schools pilot
program, principals and teachers indicated the following: 90 percent reported an in-
creased positive attitude in students toward reading; 85 percent reported improved
self-esteem among students; 84 percent reported increased self-confidence in read-
ing; 82 percent reported increased reading skills; and 79 percent reported general
academic improvement. Of the teachers reporting in that same study, 79 percent re-
ported improved student attitudes, 60 percent reported improved overall student
performance levels; and 58 percent reported an increased number of students keep-
ing up with the class.

In the District of Columbia, low achieving children, tutored by Federal Work
Study students and other volunteers in a program managed by AmeriCorps*VISTA
members, improved reading scores to the national average at the end of the first
year of the program.

Other Senior Corps evaluations have produced similar results. The recent evalua-
tion of Foster Grandparents in Head Start centers (1998) found volunteers exhib-
iting well-researched positive caregiver behaviors. It also concluded that consistent
with previous research, these effective practices were observed to contribute to the
emotional, social, behavioral, and cognitive development of the pre school children
as well as to classrooms and centers.

In addition to these recent studies done by the Corporation, independent evalua-
tions of individual projects have produced comparable results. Several examples are
provided below:

Professor George Farkas of the University of Texas documented gains for a Read-
ing One-to-One program of 0.4 to 0.7 grade equivalents above what students would
have attained without tutoring. This significant improvement will help assure that
these children become literate. The program uses college students, AmeriCorps
members, and community residents to tutor more than 6,000 students in more than
70 schools across ten school districts.

In New Haven Connecticut, the Leadership, Education, Athletics in Partnership
program helped produce increases in children’s reading test scores; children read an
average of 24 books during the summer in the program.

In West Virginia, a summer project that uses AmeriCorps members documented
the following results:

“Energy Express, through a print-rich environment, increases children’s
reading scores. An intensive evaluation to measure impact was conducted
for last summer’s project by West Virginia University faculty members and
graduate students. Six hundred four children were tested in matched pairs
pre to post using the Woodcock Johnson (revised 1989). Data indicates sig-
nificant increases in reading comprehension (p<.0001) and word recognition
(p<.0001). Seventy-one percent of all children increased in reading com-
prehension and 67.6 percent in word identification.”

An independent researcher who examined Jumpstart, a pre-school program noted:

“The results of the analyses on the first 2 Cohorts of children over their
first year in the Jumpstart program suggest that the program has positive
effects on at-risk children’s school readiness, and suggest that, as the pro-
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gram is developed further and more children participate in the evaluation,
there is real potential for showing stronger and positive program effects.”

University of Delaware researchers concluded:

“Tutoring, that is, periodic meetings of a student with a tutor as a sup-
plement to classroom instruction, can increase reading achievement, im-
prove self-confidence in one’s reading skills, and increase motivation for
reading. Positive results for reading have been obtained with volunteers,
peers, and cross-age tutors, as well as with professionals.”

Finally, the Corporation is engaged in a national study of Corporation-sponsored
tutoring programs funded by AmeriCorps State/National and America Reads. The
first phase of that study is a descriptive analysis that will permit us to characterize
how these programs’ practices compare to what is known about effective program
models. Data from this study will be available in Fall, 1999. The second phase of
the study, to begin in September, 1999, will collect outcome data on reading ability
in a rigorous design intended to permit us to make definitive statements about the
effects of Corporation-sponsored tutoring efforts. Results from that phase of the re-
search will be available late in 2000.

[CLERK’S NOTE.—Further information concerning the literacy question can be
found in the VA-HUD subcommittee files.

Reports included with Literacy Questions:

—Seniors for Schools Content Analysis of 1997-98 Project Evaluation Reports

—Effective Practices of Foster Grandparents in Head Start Centers

—Evaluation of DC Reads Book Partners Program Year 1 Final Report

—Foster Grandparent Program Accomplishment Summary July 1, 1997-June 30,
1998 National Senior Service Corps

—Retired and Senior Volunteer Program Accomplishment Summary July 1, 1997—
June 30, 1998 National Senior Service Corps.]

Question. With the exception of immunizations, what accomplishments have oc-

curred in the Health care area?

Answer. AmeriCorps programs are involved in providing a variety of health care
related services in local communities. Data taken from the Aguirre evaluation report
indicates AmeriCorps programs, in addition to immunizations, provided the fol-
lowing health care related services:

—Made independent living easier for disabled, elderly, or hospitalized individuals

by providing independent living assistance to over 15,000 people;

—Provided emergency medical services, as well as health training and education;

—Provided access to health care, diagnosis, and/or follow-up to over 57,000 indi-
viduals and/or screened for needed care;

—Provided access to pre-natal care, screening or actual health services, and/or
taught about children’s health or development, * * *to over 21,000 pregnant
women or families with young;

—Distributed health related informational material to over 973,000 people.

Question. What is AmeriCorps doing to help seniors live independently?

Answer. There are currently fifteen programs that focus specifically on working
with seniors to assist them in living independently. Programs are located in the At-
lantic region (Maryland); the Northeast (New York, Massachusetts, New dJersey,
Vermont); the Southeast (Florida, North Carolina, Mississippi, Georgia, South Caro-
lina, Alabama); and the Southwest (Texas).
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OPENING REMARKS

Senator BOND. Now I want to call on a final panel, Ellen Lazar,
the Director of the CDFI program, accompanied by her Deputy Di-
rector Mr. Maurice Jones and Deputy Director for Management
and the CFO Mr. Gentille.

The administration’s budget requests for CDFI asks for an in-
crease of $30 million from $95 million to $125 million for the year
2000. I understand that $15 million of the request would be to fund
the new microenterprise program. I am very much concerned about
the amount and purposes of the CDFI funding request, especially
as we prioritize the funding needs of some of the primary programs
and activities. It is a relatively new operation and its track record
is still unclear. And it does seem that some of its activities overlap
with those of other programs designed to revitalize distressed com-
munities. I do want to congratulate the director of the fund, Ms.
Lazar and her staff, for correcting the management deficiencies
identified in the past.

KPMG, the Fund’s independent auditors, has provided an un-
qualified or clean opinion on its financial statements and further
reported no new material weaknesses. We all know the CDFI had
a rocky beginning. I am interested to hear the specific steps taken
to address the program management.

Second, we are interested in how well the performance goals and
objectives are being met. GAO had a report last July and had some
questions about emphasis on outputs rather than outcomes. A par-
ticular concern was in the area of external factors that the Fund’s
strategic plan only partially meets the requirements to describe the
external factors. I think it is critical that we look at the Fund’s ac-
tivities where they may be overlapping.

And finally, I have some real questions about the Program for In-
vestment in Microentrepreneurs or PRIME. I happen to chair the
Committee on Small Business Administration and the SBA has
programs in that area, as does the Economic Development Admin-
istration and many states in their welfare-to-work programs.

I would also say that I will ask unanimous consent to include in
the record a statement by Senator Shelby, a member of the com-
mittee, raising serious questions about some of the CDFI activities,
challenging whether the Fund has received the necessary author-
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ization from the authorizing committee, the Committee on Bank-
ing, Housing and Urban Affairs. And he also raises questions about
the new so-called PRIME program in the Banking Committee’s let-
ter to the Budget Committee on which I also serve, transmitting
the views and estimates of the Banking Committee.

The Banking Committee notes that it opposes any increase in
funding for CDFI. The Committee has not received adequate assur-
ances that CDFI’s current operations are fully consistent with con-
gressional intent and void of any form of misuse of public moneys.

Senator BOND. With those opening comments, any opening com-
ments you wish to make, Senator Mikulski?

STATEMENT OF SENATOR BARBARA MIKULSKI

Senator MIKULSKI. Just a very few, Mr. Chairman, one to Ms.
Lazar and to her team. Thank you for really strengthening the
management so that we could get to the ability to evaluate the pro-
grammatic impacts and where best to target our resources. Second,
I have to leave at about 11:20 a.m. So if I am not here, it is not
because of a lack of interest.

I note the Maryland programs. I think groups like the Enterprise
Foundation working with you have always, from what I know, le-
veraged other funds. So we look forward to it. Some programs I am
not familiar with, but others I am. So I look forward to your testi-
mony.

I just want to say this generally. We are in the world of the
mega-merger of the bank, so we have big banks buying each other
and big banks then being bought internationally. And then what
happens at the local community, whether it is to the community or
the Small Business Administration, whether it is the farmer or the
business person trying to get started in a multi-ethnic community,
goes to how do we stay local while we go global?

I think that is one of the big challenges for both the Banking
Committee—knowing we have to reform and change, but all I see
is us going global. The more global—I know right now a couple of
organizations are merging in Maryland. And Alex Brown was sold
to Bankers Trust, which is now in line to be bought in Deutsche
Bank; and where I used to go downtown to the Center Club to talk
things over, I might now have to go to Berlin. And what I am inter-
ested in is the neighborhoods in Baltimore. So any insights you
could provide to us would be very helpful.

Senator BOND. Ms. Lazar.

STATEMENT OF ELLEN LAZAR

Ms. LAzAR. Good morning. Thank you, Chairman Bond and
Ranking Member Mikulski. I am happy to be here today. I am
Ellen Lazar. I am the director of the Community Development Fi-
nancial Institution’s Fund at the Treasury Department. I am here
today with my two deputies, Paul Gentille our deputy director for
management and CFO and Maurice Jones our deputy director for
program and policy. I would ask the chair to submit my written
statement for the record and for the purposes of time I will abbre-
viate my testimony.

Senator BOND. We appreciate that. And we will accept your full
written statement and give you 5 minutes.
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Ms. LAZAR. Thank you, Senator.
MAJOR POINTS

I will talk about four major points today: management, programs
activity, our evaluation and impact work, and our fiscal year 2000
budget request.

We have, at the front, have taken key steps over the past year
to develop and implement necessary improvement to the Fund’s fi-
nancial and program management. I am happy to report, as you
had so observed, that this year we received for our second year in
a row a clean audit from KPMG Peat Marwick. All the material
weaknesses identified in 1997 have been corrected and no new ma-
terial weaknesses have been found for 1998. We have worked hard
to build an infrastructure and have hired a staff at the Fund to
serve. We are disbursing our funds more expeditiously and we have
developed a strategic plan that has been delivered to the Hill for
consultation and consideration.

CDFT’S

On the program side, the Fund’s mission is to promote access to
capital and local economic growth by directly investing in and sup-
porting community development financial organizations, what we
call CDFTI’s. We also work towards expanding financial service or-
ganizations, lending investment and services within under served
communities. Our CDFI’s—it is really an umbrella term for a num-
ber of different types of organizations: community development
banks and community development credit unions, which are regu-
lated institutions, nonprofit loan funds which can be working in
both business and housing, microenterprise loan funds, community
development venture capital funds.

The CDFI program includes our core funding which helps build
the financial capacity of CDFI’s by providing equity investments,
grants, loans or deposits to enhance the capital base of these insti-
tutions to help them better address unmet community development
needs in their target markets. We also have a technical assistance
program which fills the capacity of start-up, young and small insti-
tutions.

BANK ENTERPRISE AWARDS PROGRAM

Another major program is our bank enterprise awards program
which is our primary tool for pursuing our strategic plan goal of
expanding banks and thrifts, community development, and lending
and investment activity. Incentives encourage banks to increase in-
vestments in underserved communities, and we have seen startling
leveraging numbers of the $58 million that we have provided in in-
centives to the banks. We have seen their investments grow to
$983 million, 17 times the amount of our investment.

NONMONETARY PROGRAMS

Each year there has been an increased demand for our funding.
And since 1996 we have obligated $190 million in funding. We run
a number of other programs both nonmonetary and in initiatives
that I would like to talk to you about for a minute.
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Our Presidential Awards for Excellence in Microenterprise Devel-
opment is a nonmonetary award which brings attention to organi-
zations that have demonstrated excellence in microentrepreneur-
ship. We have begun our Native American Lending Study and Ac-
tion Plan which will help to improve access to capital for Native
Americans.

And, finally, we have embarked on a policy and research pro-
gram to evaluate the impact of our Federal investments.

IMPACT OF OUR FEDERAL INVESTMENTS

I would like to talk with you for a few minutes now about those
evaluations and the outcomes that we have unearthed. The Fund
collected performance and outcome data on 30 of our first-round
awardees; those 30 awards totalled $34 million. This was money
that was obligated in 1996 that was put out over the subsequent
18 months and has been put to work now for over a year. Our
plans for these organizations are based on a 5-year business plan
that we require of our awardees.

Over the past 3 years our preliminary data shows that $565 mil-
lion in CD loans and investments have been made by these institu-
tions. They have created or expanded 895 microenterprise organi-
zations and over 1,100 businesses. They have helped to create or
retain over 12,000 jobs. That have developed over 8,000 units of af-
fordable housing. They have developed child care, health care,
human service and educational facilities and they have provided
business training, credit counseling, home buyer training and other
development services to over 10,000 people.

The assets of these organizations have grown by 122 percent,
from $473 million to $1.5 billion in the aggregate in 1998. Seventy
percent of the clients served by these organizations are low income
and 53 percent of them live in the inner city.

We have also been conducting case studies. We have done field
work in Boston, Santa Cruz and San Antonio. And my written
statement contains more information about these case studies. Our
initial research shows how positively these CDFI’s are affecting
their communities.

FISCAL YEAR 2000 BUDGET

I would like to take a minute now to talk about our fiscal year
2000 budget. We have asked for $125 million, an additional $30
million above the fiscal year 1999 funding level. Fifteen million dol-
lars has been set aside for our core programs and $15 million for
the new PRIME Act, the Program for Investment in Microentre-
preneurs. The PRIME Act legislation was introduced by Congress-
man Bobby Rush and Chairman Leach in the House as H.R. 413.
It was introduced by Senators Domenici and Kennedy as S. 409
here in the Senate. Essentially PRIME will allow the CDFI Fund
to build the capacity of low income and disadvantaged microentre-
preneurs, to build the capacity of micro organizations to better
serve these low-income clients and to support best practices and re-
search in the field. The PRIME Act essentially complements the
current work of the Fund, which is to build community-based orga-
nizations, to serve low income and very low-income people in com-
munities.
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PREPARED STATEMENT

I think our fiscal year 2000 funding request is a logical one,
based on need demonstrated in the field. We want to continue our
vision of providing greater access to credit for all Americans. And
I would like to thank the committee for the opportunity to talk
with you this morning and look forward to working with you on
this appropriation. I am happy to entertain any questions, as are
my deputies.

[The statement follows:]

PREPARED STATEMENT OF ELLEN W. LAZAR
INTRODUCTION

Chairman Bond, Senator Mikulski and distinguished Members of the Sub-
committee, it is a pleasure to be before you today to represent the Community De-
velopment Financial Institutions (CDFI) Fund. I am Ellen Lazar, the Director of the
Fund. Before I begin my testimony, I would like to introduce you to two other key
members of the Fund who are with me today: Paul Gentille, Deputy Director for
Management/Chief Financial Officer of the Fund, and Maurice Jones, Deputy Direc-
tor for Policy and Programs at the Fund.

STRONG AND EFFECTIVE MANAGEMENT

When 1 testified before this Subcommittee this time last year, I described key
steps that the Community Development Financial Institutions Fund (the CDFI
Fund or the Fund) would take to develop and implement necessary improvements
to the Fund’s financial and program management, reporting systems, internal con-
trols, operating procedures, and awards monitoring. I am very pleased to report to
the Subcommittee that over the past twelve months we have made great progress
in these areas.

In the Fund’s financial audit for fiscal years 1995 through 1997, our independent
auditors, KPMG Peat Marwick, LLP (KPMQG), provided an unqualified opinion, af-
firming that our financial statements fairly presented the financial position of the
Fund as of September 30, 1997, 1996, and 1995. KPMG also confirmed our identi-
fication of material weaknesses that we needed to correct.

KPMG recently completed the Fund’s fiscal year 1998 audit, and I am pleased to
report that we have again received an unqualified opinion. In addition, KPMG
verified that we have successfully corrected all material weaknesses identified in
last year’s audit. They have reported no new material weaknesses for this year’s
audit.

We are in compliance with the Federal Managers’ Financial Integrity Act
(FMFIA). Our system of internal management, accounting and administrative con-
trol has been strengthened and is operating effectively. Our enhanced policies and
procedures ensure that our programs achieve their intended results; our resources
continue to be used in a manner that is consistent with our mission; and our pro-
grams and resources are protected from waste, fraud, and mismanagement.

As evidenced by our auditor’s report, the Fund has taken critical steps to
strengthen and build its infrastructure and hire staff. During fiscal year 1998, a
Deputy Director for Management/Chief Financial Officer, Awards Manager and Fi-
nancial Manager were hired—critical positions for ensuring proper internal controls
and accountability. In addition, a Deputy Director for Policy and Programs was ap-
pointed and program managers for each program were hired. The Fund’s legal de-
partment was substantially increased and additional staff have been hired to help
carry out the Fund’s many programs. Our enhanced internal procedures and staff
capacity has helped us to deliver more effectively our award dollars to the institu-
tions selected to receive awards. For example, with respect to our Core Component
CDFI Program, all of our 1996 awardees have received disbursements and 84 per-
cent of our 1997 awardees has received disbursements. We are currently disbursing
the 1998 awards, which were announced in late September of last year. We antici-
pate disbursing funds to all 1998 awardees by August of this year. Our 1999 awards
have not been determined yet.

As I discussed with the Subcommittee last year, the Fund is committed to man-
aging for results. We have undertaken a rigorous review of the Fund’s five-year
strategic plan, goals, and performance measures. I am happy to report that we have
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completed this process and have forwarded to you a draft of our revised strategic
plan for your consultation and consideration.

STRENGTHENING COMMUNITIES: PROVIDING ACCESS TO CAPITAL

Overview

The Fund’s mission is to promote access to capital and local economic growth by
directly investing in and supporting community development financial institutions
(CDFIs) and expanding banks’ and thrifts’ lending, investment, and services within
underserved markets.

Currently, the CDFI Fund pursues its mission primarily through five initiatives:
the CDFI Program, which includes the Core, Technical Assistance and Intermediary
Components; the Bank Enterprise Award (BEA) Program; the Presidential Awards
for Excellence in Microenterprise Development; the Native American Lending Study
and Action Plan; and our Policy and Research Programs. The CDFI Fund also ad-
ministers a Certification Program for community development financial institutions.

CDFI Program and Certification

The CDFI Program has three funding components: Core, Intermediary and Tech-
nical Assistance. These three components promote the CDFI Fund’s goal, articulated
in its strategic plan, of strengthening the expertise and the financial and organiza-
tional capacity of CDFIs to address the needs of the communities that they serve.
CDFIs include community development banks, community development credit
unions, non-profit loan funds, micro-enterprise loan funds, and community develop-
ment venture capital funds.

The Core Component builds the financial capacity of CDFIs by providing equity
investments, grants, loans or deposits to enhance the capital base—the underlying
financial strength—of these organizations so that they can better address the unmet
community development needs of their target markets. In addition, under the Core
Component, the Fund provides technical assistance grants in conjunction with loans
and investments in order to maximize the community development impact of the
Fund’s awards.

The Fund selects awardees that clearly demonstrate private sector market dis-
cipline and the capacity to positively impact underserved communities. The Core
Component leverage encourages additional private and public sector investments
into these same organizations through its one-to-one non-federal match require-
ment.

The Intermediary Component allows the Fund to invest in additional CDFIs indi-
rectly, through intermediary organizations that support CDFIs. These intermediary
entities, which are also CDFIs, generally provide intensive financial and technical
assistance to small and growing CDFIs, thereby strengthening the industry’s finan-
cial and institutional capacity.

Since inception, under the Core and Intermediary Components, the Fund has
made 123 awards totaling $122 million.

The Technical Assistance (TA) Component of the CDFI Program is the Fund’s
newest funding program. Introduced in 1998, this component builds the capacity of
startup, young and small institutions. The TA Component allows the Fund to direct
relatively small amounts of funds to CDFIs that demonstrate significant potential
for generating community development impact but whose institutional capacity
needs to be strengthened before they can fully realize this potential.

In the first TA Component round held in 1998, the Fund awarded $3 million to
70 institutions.

In 1998, the Fund awarded a total $47 million to 112 institutions through its
CDFI Program. In 1998 as in all previous years, demand for CDFI Program funding
far exceeded the funding we announced as available. Under the Core and Technical
Assistance Components we announced the availability of approximately $45 million.
We received requests for more than $176 million.

For 1999, with the help of the $95 million appropriated to the Fund for fiscal year
1999, we anticipate that we will make $62 million in awards to 130 institutions
under the CDFI Program. In October, the Fund published the fiscal year 1999 No-
tice of Funds Availability (NOFA) for both the Core and Intermediary Components,
announcing a total of $57.5 million available, $50 million for the Core Component
and $7.5 million for the Intermediary Component. We received 153 Core applica-
tions requesting a total of $184 million. We anticipate making approximately 55
Core awards. We received eight Intermediary applications requesting a total of $16
million. We anticipate making five Intermediary awards. In January, we published
the fiscal year 1999 NOFA for the Technical Assistance Component. With the $5
million available for TA awards, we anticipate making 75 awards.
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To date, institutions in 43 states plus Puerto Rico and the District of Columbia
have received CDFI Program awards. To encourage applications from a diverse pool
of applicants, the Fund is conducting a record number of informational workshops.
Among the nineteen Core and Intermediary workshops conducted in 1998, five were
located in States that have not had previous Core or Intermediary Awardees. This
month the Fund will hold eighteen informational workshops on the Technical As-
sistance Component around the country, again selecting several regions in which
there are no current awardees.

To further our goal of building the institutional capacity of the CDFI field, we pro-
vide debriefings to applicants that were not selected for an award. To date in fiscal
year 1999, the Fund is responding to 92 requests for debriefings. Applicants are
given valuable feedback about strengths and weaknesses of their applications as ob-
served by those community development professionals involved in reviewing their
requests for funding. Many of these applicants use the information gathered from
the debriefing to build the strength of their operations and to improve their per-
formance.

In addition to our CDFI funding programs, the Fund administers a CDFI Certifi-
cation Program. CDFI certification increases the credibility of community lending
organizations in the eyes of potential funders and investors. An organization that
is certified is better able to attract private sector investments from local banks, cor-
porations, foundations, and individuals. To date, we have certified a total of 280 or-
ganizations in 45 states, plus the District of Columbia and Puerto Rico. New appli-
cations arrive each month. Currently, applications are pending for the Virgin Is-
lands, plus two of the five states that do not currently have any certified CDFIs.

Bank Enterprise Award Program

The Bank Enterprise Award (BEA) Program is the Fund’s primary tool for pur-
suing its strategic plan goal of expanding banks’ and thrifts’ community develop-
ment lending and investment activity. By providing incentives to these mainstream
financial institutions, the Fund encourages them to increase their investments in
underserved communities. These financial institutions do this in two ways: by pro-
viding loans, investments and services directly to the communities in need; and indi-
rectly, by investing in local CDFIs or other community development programs, that
then provide financial and development services to the communities.

The leveraging involved in this program is impressive. To date, 124 banks and
thrifts in 30 states have received $58 million in BEA funding. This $58 million actu-
ally translates into investments in underserved communities of $983 million, seven-
teen times the amount of the CDFI Fund’s investment. The awardees have invested
$712 million in direct loans, investments and services to the community, and $271
million into CDFT’s.

The Fund dramatically increased our BEA awards in 1998 when we made 79
awards totaling $28 million. In 1996, we made 38 awards totaling $13.1 million; in
1997 we made 54 awards totaling $16.5 million. The three-year total for the 171
BEA awards is $57.5 million. For the fiscal year 1999 funding round, we conducted
twelve informational workshops around the country and received 139 applications.
The Fund anticipates selecting approximately 80 of these institutions to receive
awards totaling $25 million.

Presidential Awards for Excellence in Microenterprise Development

The Presidential Awards for Excellence in Microenterprise Development is a non-
monetary program administered by the Fund that recognizes and seeks to bring at-
tention to organizations that have demonstrated excellence in promoting micro-en-
trepreneurship. By recognizing outstanding microenterprise organizations, the Pres-
idential Awards seek to promote best practices and bring wider public attention to
the important role and successes of microenterprise development especially in en-
hancing economic opportunities among women, low income people and minorities
who have historically lacked access to traditional sources of credit. This program is
one of the ways that the Fund is promoting performance best practices in the indus-
try.

In February of this year, the President presented awards to six organizations for
their work in the microenterprise industry.

Native American Lending Study and Action Plan

Our Native American Lending Study and Action Plan is intended to stimulate pri-
vate investment on Indian Reservations and other land held in trust by the United
States. The first step in accomplishing this goal is identifying the barriers to private
financing in these areas. In 1998, we launched an action plan that will examine
lending and investment practices on Native American lands, identify lending and
investment barriers and their impacts, and make recommendations for removing
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them. As part of that plan, we will be holding workshops in 13 cities across the
country this year. The workshops will involve the Native American community, fi-
nancial institutions, state agencies and community development organizations. With
the assistance of the participants in these workshops, we anticipate that the study
will be completed in fiscal year 2000.

Policy and Research

The Fund is perhaps the largest single source of capital available to the CDFI in-
dustry nationwide. It has access to data from hundreds of community development
financial institutions nationwide. This includes information about the institutions as
well as their target markets. In addition to baseline data derived from the process
of certifying or funding applicants, the Fund collects longitudinal data on all of its
awardees over at least a five-year period. Our policy and research goals include:
measuring and reporting on the performance and outcomes of the Fund and its
awardees and seeking to advance the CDFI industry as a whole through involve-
ment in industry-wide research and development efforts.

In 1998, we moved forward on the first of these, measuring and reporting on the
performance and outcomes of Fund awardees. As you know, the Fund invests in
CDFIs to promote their long-term viability and ability to serve distressed commu-
nities. Today, I am pleased to be able to report some preliminary findings of our
efforts thus far with respect to the accomplishments of our awardees.

PERFORMANCE AND IMPACT

Surveys

Using surveys, the Fund collected performance and outcome data on 30 of our 31
first-round CDFI Core Component awardees. These awardees were chosen in 1996.
We began our evaluation on only first round awardees because they have had at
least a year to absorb the Fund’s investments and put them to work. Our sample
of 30 first round awardees includes six credit unions, fourteen loan funds, three
community development banks, three venture capital funds, two microenterprise
programs, and two multifaceted CDFIs. Together, they received $34 million in CDFI
awards. What has our $34 million helped these institutions to accomplish?

Our preliminary findings demonstrate that these awardees have accomplished sig-
nificant community development impact over the past three years. For example,
they have made $565 million in community development loans and investments.
These loans and investments have helped to create or expand 1,895 microenter-
prises and 1,148 businesses; create or retain 12,412 jobs; develop 8,617 units of af-
fordable housing, 98 childcare centers serving 7,168 children, 17 health care facili-
ties serving 32,723 clients and 170 additional community, cultural, human services
and educational facilities. Further, these awardees have provided business training,
credit counseling, homebuyer training and other development services to 10,641 in-
dividuals.

Based on our sample, 70 percent of the clients of the average 1996 awardees are
low-income individuals. Sixty percent are minority individuals. Fifty percent are
women. Fifty-three percent live in the inner city. Eleven percent live in rural com-
munities. Thirty-six percent live in suburban areas.

Since receiving their Fund awards, the 1996 awardees in our sample have
strengthened their capacities to deliver products and services to their target commu-
nities. Their total assets have increased by 122 percent, growing from $473 million
in the aggregate before they received their awards to $1.05 billion in the aggregate
in 1998.

Case Studies

In addition to the outcomes surveys, the Fund is conducting in-depth case studies
of a sample of awardees. The case studies include on site evaluations by the Fund
to examine the CDFTI’s activities within the local economic development context. To
date, we have completed three case studies. We anticipate completing several more
in the coming year. The three case studies that have been completed thus far have
been in Boston, Massachusetts, San Antonio, Texas and Santa Cruz, California. Our
initial research suggests how CDFIs are positively affecting their communities.

In Boston, many of the city’s poorer neighborhoods did not benefit from the eco-
nomic growth in the 1980s; their conditions actually worsened during that period.
Yet these same neighborhoods have experienced notable improvements in the past
10 years, thanks in no small part to the work of CDFIs such as the Boston Commu-
nity Loan Fund and the Local Initiatives Support Corporation, two CDFI Fund
awardees. These CDFIs have been critical behind-the-scenes actors. They have pro-
vided badly needed financial and technical support to two of the city’s most effective
community development corporations (CDCs), enabling the groups to develop the
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scale necessary to carry out affordable housing and commercial projects that have
revitalized long-declining communities such as East Boston and Egleston Square.
Since the mid-1980s, the CDFIs have provided over $7.5 million to the CDCs, which
in turn have: built or rehabbed over 800 units of affordable housing; managed an
additional 900 apartments and commercial properties; and operated after-school and
other programs for 150 neighborhood youths. The CDFIs have also played a crucial
intermediary role, working with bankers, city officials, and corporate and foundation
leaders to encourage additional targeted investment in these neighborhoods. A num-
ber of bankers view the CDFIs as important partners in their community develop-
ment work, crediting the CDFIs with effectively serving organizations and individ-
uals that the banks cannot afford to serve.

All around San Antonio, public and private sector institutions recognize the im-
portant work of ACCION Texas, a CDFI Fund Awardee. From the city’s Economic
Development Office to local Chambers of Commerce to banks ranging in size from
local independent banks to Chase Manhattan, ACCION is viewed as the source of
financial services for a previously neglected—yet significant—segment of the popu-
lation: the low- and moderate-income micro entrepreneurs who live and work in
some of the city’s poorest neighborhoods. ACCION is seen as the organization that
can get loan capital into the hands of this underserved population—and just as im-
portant—get it back. ACCION’s 400 clients include plumbers, electricians,
seamstresses, independent taxi drivers, and street vendors. They are primarily His-
panic. Without ACCION, they would not have access to credit for their businesses.
The stories are by now familiar: these micro entrepreneurs do not have sufficient
collateral; they don’t have good business records; or they don’t need enough money
to make them attractive to a bank. With ACCION, they are able to get the financial
and technical assistance they need to grow their businesses and to make them more
prosperous through better business management. ACCION’s success in San Antonio
has led it to begin opening offices around the state, in the Rio Grande Valley, Hous-
ton, Dallas, Austin, and Fort Worth.

In Santa Cruz county in California, the third largest community credit union in
the nation, the Santa Cruz Community Credit Union (SCCCU), offers a wide range
of financial products and services designed to meet the financial needs of a predomi-
nantly rural low income population. The need is perhaps greatest in Watsonville,
where the unemployment rate is 15.8 percent—more than three times the national
average. This area has been hard hit by recent plant closings resulting from import
competition from Mexico. Adding to the unemployment rate are the once-migrant
agricultural workers who are settling in the area in increasing numbers, even
though agricultural work remains seasonal. The employment and income figures
highlighted the importance of focusing on the Watsonville population. With the help
of its CDFI Fund award, the Santa Cruz Community Credit Union opened a branch
in Watsonville so that it could ensure credit and banking access for all citizens, es-
pecially the Latino population which had historically distrusted traditional banking
enterprises due to discrimination and neglect.

THE YEAR AHEAD: FISCAL YEAR 2000

The President’s fiscal year 2000 budget requests $125 million in appropriations
for the Fund. This request is $30 million above fiscal year 1999 funding levels. The
Fund proposes to use $15 million of the increase to enhance its core programs; thus,
$110 million will be used to administer the CDFI, BEA, Training, Policy and Re-
search and Secondary Market Programs and the Native American Lending Study
and Action Plan. The remaining $15 million will be used to launch a new initiative,
the Program for Investment in Microentrepreneurs (PRIME).

In fiscal year 2000 and beyond, the CDFI Program will continue to focus on build-
ing the capacity of the CDFI industry to facilitate access to capital in underserved
and low-income markets. I believe the Fund will be able to build on its previous
years’ experience and findings from its first outcomes surveys to inform our practice
in identifying organizations that can maximize impact in needy communities. We
will also seek to enhance the performance and impact of the industry through our
Technical Assistance Program. Through the BEA Program, the Fund will continue
its efforts to facilitate community reinvestment by providing incentives for banks
and thrifts to reach new markets through partnerships with CDFIs and by targeting
lending, investment and services in the most distressed neighborhoods. Finally, the
Fund will seek to enhance the effectiveness and impact of CDFIs, banks, thrifts and
others engaged in community development finance through its Training Program.

In fiscal year 2000, the Fund will complete its Native American Lending Study.
We plan to make recommendations to the President and Congress on needed statu-
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tory and regulatory amendments to existing Federal programs and other needed pol-
icy changes to improve access to capital for Native Americans.

Based on a feasibility study to be conducted in fiscal year 1999, in fiscal year
2000, the Fund plans to launch a secondary market program for loans made by
Cf]f)FIs and examine the potential role of the Fund in creating and sustaining these
efforts.

I believe one of the most exciting proposals in the President’s budget is the cre-
ation of the Program for Investment in Microentrepreneurs (PRIME). The $15 mil-
lion PRIME Act was introduced in the Senate on February 10 of this year. Senator
Kennedy introduced the bill. Senators Domenici, Reid, Grassley, Abraham, Robb,
Collins, Boxer, Santorum, Sarbanes and Snowe are also sponsors of the bill. The bill
was introduced in the House on January 19 of this year by Congressman Bobby
Rush. House Banking Chairman James Leach and Ranking Member John LaFalce
are among the bill’s sponsors.

This program will allow the Fund to meet a growing need that we currently can-
not address. This is the need to strengthen organizations that are providing critical
training and technical assistance to the most vulnerable population of entre-
preneurs: low-income and disadvantaged microentrepreneurs. One of the clearest
lessons that has emerged from the first decade of microenterprise development in
the United States is that provision of training and technical assistance is a nec-
essary ingredient for building successful entrepreneurs. In the highly developed U.S.
economy, starting and running a successful business requires a solid understanding
of business regulations, tax issues, record keeping, and marketing. Many of the
thousands of people who have started microenterprises to make ends meet do not
have these skills.

Many of the organizations that provide training and technical assistance to micro-
entrepreneurs are not currently eligible for Fund assistance because they do not
meet our financing entity test under the CDFI Program. PRIME will allow the Fund
to reach these organizations. The PRIME Act first, provides training and technical
assistance to low income and disadvantaged microentrepreneurs; second, builds the
capacity of microenterprise organizations so that they can better serve their low-in-
come clients; and third, supports best practices research and development. I believe
that PRIME complements the Fund’s existing programs and will be a key tool for
creating opportunity for low-income people.

CONCLUSION

Mr. Chairman, Members of the Committee, thank you for giving me the oppor-
tunity to provide you with this information on the Fund’s current activities and its
plans for the future. I look forward to working with you over the course of this
iflear’s appropriations process. I would be happy to respond to any questions you may

ave.

CDFI

Senator BOND. Ms. Lazar, the CDFI has not been authorized; is
that correct? There is no legislation by which you can measure the
accomplishments of goals because this has been an appropriated
program created out of the hip pocket of the Treasury. It has not
been reauthorized?

Ms. LAZAR. That is right. The program had been authorized origi-
nally in 1994 and the legislation sunsetted last September.

Senator BOND. One of the major concerns we have about the
Fund is the ability to measure the impact of the programs. The
GAO raised concerns about the impact of the strategic plan, the im-
pact of external factors. How have you been able to measure the
impact the CDFI Fund has on the economic development and revi-
talization of the depressed communities?

Ms. LAZAR. We have done a number of things. Why do I not start
and I will ask Mr. Jones to add to it as we go along. The Fund re-
quires each of its awardees to enter into an assistance agreement
with us. We set up performance goals with measures for our
awardees based on the 5-year business plan that they submit to us
with their application. Those goals and measures are in large part
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devgloped between our staff and the awardees after the award is
made.

The GAO has suggested, when they came to visit with us last
year, they made three recommendations for improvement in those
goals and measures. They advised us that we should use greater
accomplishment measures, outcome measures, if you will, rather
than output measures. We have moved forward with doing that
and adding at least one performance measure into the assistance
agreements that reflects more of an outcome base.

We also have begun an evaluation system whereby we require all
of our awardees to fill out a survey that we have recently
pretested, and the data that I read to you earlier came from that
survey. The survey will be a requirement to be submitted by all of
our awardees on an annual basis. So we have good information
that hs coming from those surveys about the economic impact of our
award.

We also were advised by the GAO to make sure that the meas-
ures that we set forth address key aspects of all the goals and we
are moving forward with doing that. They also recommended that
we provide baseline and target market information in our assist-
ance agreements. And since last July when the GAO recommenda-
tions were final, we have been doing that. So we are working hard
to make sure that we are consistent with the GAO recommenda-
tions.

On the strategic plan side, the GAO reviewed the strategic plan
that had been prepared earlier. It was done for our fiscal year 1998
budget submission. We undertook last spring a very intensive proc-
ess and a very consultative process to redo our strategic plan. That
strategic plan has been sent up here to the Hill for consultation,
and we look forward to talking with you about the contents of the
strategic plan.

CONFLICTS OF INTEREST

Senator BOND. Thank you. We look forward to following up on
that. As I mentioned earlier, I do congratulate you on a very effec-
tive job of dealing with the Fund’s management deficiencies. It is
nice to have a contrast where KPMG comes back and says that the
financial controls are in place.

There is one serious issue that I must raise with you. It is been
brought up by the Inspector General who rated a conflict of inter-
est. I understand that you have taken some steps to address the
potentials of conflicts of interest. The Treasury OIG has recently
released a report and made some recommendations. They include
training and materials for guidelines. What action have you taken
to implement the recommendation on the conflicts of interest policy
made by the Treasury OIG in their last month’s audit?

Mr. JONES. We have undertaken several actions with respect to
the OIG’s recommendations as well as recommendations that we
have received from congressional committees. One thing that we do
is we use outside consultants to help us review applications. And
all of the outside consultants have to disclose any relationships
that they have with an applicant in a pool that they are about to
review. We recuse them from that application as well as any other
applications of the same category of institution. And so that way,
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they are not only not reviewing an applicant with respect to which
they have a conflict, they are also not reviewing an applicant that
is %ompeting against that application that they have a conflict
with.

Internally, we also review all Federal individuals who are re-
viewing applications, fund staff as well as other Federal people. We
get disclosure information from them as well and also recuse them
from applications that there is a conflict with. So we are constantly
keeping our eye on making sure, one, that there is no conflict of
interest and, two, there is no appearance of a conflict of interest.
And where there is, we take decisive and quick action to remove
those folks from reviewing those applications.

PRIME PROPOSAL

Senator BOND. Thank you very much. Let me ask a question on
the microenterprise program. I understand that in 1995 the White
House directed the Secretary of the Treasury to take all appro-
priate actions to coordinate all microenterprise programs adminis-
tered by the Federal agencies and departments, and the inter-
agency coordinating body was to be chaired by the administrator
of CDFI. To what extent has this interagency group been involved
in the development of the PRIME proposal? How did the inter-
agency group relate this to existing programs, for example, in the
Small Business Administration?

Ms. LAZAR. Let me tell you a little bit about the interagency
council, the interagency working group on microenterprise. We
formed it in July of this past year, July 1998, and we brought to-
gether 12

Senator BOND. It took 3 years to get that done?

I\{I{s. LAZAR. I am sorry. I would have to say that is how long it
took.

Senator BOND. For the immediate release, August 28, 1995. And
it got going in 1998. Okay. We appreciate your coming on and tak-
ing that on.

Ms. LAzZAR. We got started in July and I will say there had been
some work done in anticipation of pulling together this working
group. The first meeting of the working group took place July 8,
1998. We developed a mission for the group and we established
three working committees.

Senator BOND. Without going into the group, did they develop
the PRIME proposal?

Ms. Lazar. No. The PRIME proposal had been developed prior
to the group really forming.

Senator BOND. What was the relationship—developing the
PRIME proposal, how did that relate to the programs of the Small
Busingss Administration programs on micro loans and microenter-
prises?

Ms. LAZAR. In developing the PRIME program which was devel-
oped up on the Hill with input from us at the Fund, a good deal
of time was spent trying to coordinate our efforts with other Fed-
eral agencies, trying to understand other Federal programs in this
area. What distinguishes the PRIME legislation from other pieces
of other programs is that it is really a training-led program rather
than a credit-led program.
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We are right now putting together a compendium of all the pro-
grams in the Federal Government that will be linked together
through a Web site. This is part of the work that we have under-
taken with the interagency work group. To that end, we are mak-
ing sure that the programs are not duplicative but rather com-
plementary with one another.

Senator BOND. I do believe the Small Business Administration
has a technical assistance and capacity-building program already.
And we will confer with our staff over there and submit some fur-
ther questions because I am a little bit puzzled. It is a good idea
but if it is being done once, that does not mean because it is a good
idea, it ought to be done twice. We will work with our staffs on the
Small Business side and perhaps submit some more questions for
the record so I can get a better understanding of how this fills in
an area that we are not already covering, or what the deficiencies
are in these SBA programs.

I see that my opportunity to turn to other members of the com-
mittee for further questioning has deteriorated. At this point, I
thank you for your testimony. I congratulate you on the good work
that you have done and we will leave the record open.

There will be other questions, I am sure, from other members of
the committee. I believe you will want to respond to the points
raised by Senator Shelby in his statement for the record. That will
be very helpful. And, as I said, we will have some further ques-
tions.

ADDITIONAL COMMITTEE QUESTIONS

Ms. LazAR. Thank you very much, Senator. Thanks for having
us.
[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR BOND
MICROENTERPRISE PROGRAMS

Question. In your fiscal year 2000 budget request, an initial funding of $15 million
is being proposed for a new microenterprise technical assistance and capacity build-
ing program called “PRIME.” It is my understanding that there are already several
microenterprise technical assistance and microloan programs throughout the federal
government. In 1995, GAO identified seven other federal agencies and 20 specific
federal programs that support microenterprise development. For example, SBA has
been administering technical assistance and capacity building programs since 1992.
The Administration is also proposing an increase to the SBA microenterprise pro-
grams to $60 million in fiscal year 2000. I have also heard that some states and
private foundations provide support for microenterprise development. I am con-
cerned about creating a duplicative program within the Federal government, espe-
cially for an agency that does not have an established track record.

Could you please describe the objectives of “PRIME” and what distinctions this
proposed program has from other existing programs?

Answer. The primary purpose of the PRIME Act is to build the institutional
strength of microenterprise development organizations and programs and other
qualified entities and assist these organizations to effectively meet the training and
technical assistance needs of low-income and disadvantaged entrepreneurs. The pro-
posed program would be a competitive grant program under which the Fund would
provide funds to microenterprise development organizations, microenterprise devel-
opment programs, intermediaries or other qualified organizations for the following
purposes: (1) to provide training and technical assistance to low-income and dis-
advantaged entrepreneurs interested in starting or expanding their business; (ii) to
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engage in capacity building activities in order to enhance their ability to serve low-
income and disadvantaged entrepreneurs; and (iii) to engage in research and devel-
opment activities aimed at identifying and promoting entrepreneurial training and
technical assistance programs that effectively serve low- income and disadvantaged
entrepreneurs.

PRIME would allow the Fund to meet a growing need that we currently cannot
address. This is the need to strengthen organizations that are providing critical
training and technical assistance to the most vulnerable population of entre-
preneurs: low-income and disadvantaged microentrepreneurs. Many of the micro-
enterprise development organizations that provide training and technical assistance
to microentrepreneurs are not currently eligible for Fund assistance because they
do not meet our financing entity test under the CDFI Program.

One of the clearest lessons that has emerged from the first decade of microenter-
prise development in the United States is that provision of training and technical
assistance is a necessary ingredient for building successful entrepreneurs. In the
highly developed U.S. economy, starting and running a successful business requires
a solid understanding of business regulations, tax issues, record keeping, and mar-
keting. Many of the thousands of people who have started microenterprises to make
ends meet do not have these skills. PRIME would address this issue.

As you note, several agencies within the Federal government currently run micro-
enterprise programs, and some states and private foundations provide support for
microenterprise development. However, the overwhelming bulk of this support is in
the form of loan capital. Support for microenterprise development organizations to
meet the training needs of low-income and disadvantaged entrepreneurs has been
minimal. PRIME is aimed at meeting such needs.

The SBA’s microloan program currently focuses on lending to qualified inter-
mediaries which in turn provide small scale loans to small businesses for working
capital, materials, supplies or equipment. The intermediary may also receive grant
funds in an amount that is no more than 30 percent of its SBA loan. The grant
funds may be used by the intermediary to provide technical assistance to borrowers
and prospective borrowers. In addition, SBA makes grants to non-profit entities that
provide technical assistance. These technical assistance providers primarily assist
clients to access capital by offering them marketing and management help. Finally,
SBA offers training to intermediary lenders to enhance these lenders’ capacity.

PRIME aims to meet the training and technical assistance needs of low-income
entrepreneurs. It is a human capacity development strategy, rather than a credit
and finance development strategy. The strategies are complementary, and are nec-
essary to assist low-income people to enter the economic mainstream.

PRIME is targeted to some of our most vulnerable citizens. At least 50 percent
of the grants made under the PRIME program must be used to benefit very low-
income individuals, those persons with incomes of not more than 150 percent of the
poverty line.

MANAGEMENT ISSUES

Question. Ms. Lazar, I am pleased about the progress the Fund has made in its
management. It seems that you have been able to hire strong financial management
leadership.

Could you please elaborate on how you were able to remedy the Fund’s manage-
ment problems? I would especially like to hear about how critical it has been to have
a CFO and other financial management staff to deal with these matters.

Answer. Critical to success in remedying management problems was the Fund’s
organizational restructuring implemented in the fall of 1997. In addition to the Di-
rector, the restructured organization includes two Deputy Directors: a Deputy Direc-
tor for Policy and Programs, responsible for Fund policy and programs and a Deputy
Director for Management and Chief Financial Officer, responsible for management
and administration functions. In addition, the Fund’s Legal Counsel handles all of
the legal matters of the Fund. The External Affairs Officer manages the Fund’s out-
reach activities. This organizational structure enables the Fund to effectively man-
age its program, finance, management, legal and external affairs matters.

Simultaneously with restructuring, we focused on recruiting, developing and re-
taining high-caliber staff throughout the Fund. Our goal was to enhance the in-
house capacity and expertise of the Fund’s staff. Among other hiring, the Fund fully
staffed a financial management unit, including a Financial Manager (controller),
staff accountant, and budget officer, all critical to successfully performing the full
range of federal financial management functions (e.g., planning, budget formulation
and execution, accounting, internal controls, and auditing).



195

We also developed, implemented and completed an aggressive corrective action
plan to address quickly the material weaknesses that had been identified by both
our new CFO and KPMG during the fiscal year 1997 audit with a goal of achieving
a “clean” audit for fiscal year 1998. Throughout the year, there was a constant man-
agement team awareness of and support for establishing and maintaining a strong
management control environment within the Fund—key to an unqualified audit
opinion. In addition, there was complete management involvement and participation
in implementing the provisions of the Government Performance and Results Act
(GPRA) and the integration of the Fund’s new strategic planning, performance plan-
ning, and budget processes.

Having a CFO and other financial management staff was critical in helping the
Fund to successfully implement its corrective action plan and obtaining a clean
audit opinion.

PERFORMANCE MEASURES

Question. Last year you indicated that the Fund, in its reporting process for its
awardees, had created a rigorous process to allow you to understand the impact of
the CDFIs at the community level and their capacity to sustain themselves over
time.

Please provide some detailed results from this new process.

Answer. Since the Fund began making awards, we have required our CDFI
awardees to submit quarterly reports, annual reports and financial statements.
These reports enable the Fund to monitor the organization and financial condition
of the awardees as well as understand the impact of the awardees on the commu-
nities that they serve. In 1998, we enhanced our ability to collect data on the impact
of our awardees by requiring them to complete and submit an annual survey de-
signed to collect detailed information on the accomplishments of the awardees and
their capacity to sustain themselves over time and by conducting on-site, in-depth
case study analyses of a number of the awardees and their communities.

In 1998, our survey collected performance and outcome data on 30 of our 31 first-
round CDFI Program Core Component awardees. The Core Component is the larg-
est of the CDFI funding programs administered by the Fund. The first-round award-
ees were chosen in 1996.

We began our evaluation on only first-round awardees because they have had at
least a year to absorb the Fund’s investments and put them to work. Our sample
of 30 first round awardees includes six credit unions, fourteen loan funds, three
community development banks, three venture capital funds, two microenterprise
programs, and two multifaceted CDFIs. Together, they received $34 million in CDFI
awards. What has our $34 million helped these institutions to accomplish?

Our preliminary findings demonstrate that these awardees have accomplished sig-
nificant community development impact over the past three years. For example,
they have made $565 million in community development loans and investments.
These loans and investments have helped to: create or expand 1,895 microenter-
prises and 1,148 businesses; create or retain 12,412 jobs; develop 8,617 units of af-
fordable housing, 98 child care centers serving 7,168 children, 17 health care facili-
ties serving 32,723 clients and 170 additional community, cultural, human services
and educational facilities.

Further, these awardees have provided business training, credit counseling, home
buyer training and other development services to 10,641 individuals.

Based on our sample, 70 percent of the clients of the average 1996 awardees are
low-income individuals. Sixty percent are minority individuals. Fifty percent are
women. Fifty-three percent live in the inner city. Eleven percent live in rural com-
munities. Thirty-six percent live in suburban areas.

Since receiving their Fund awards, the 1996 awardees in our sample have
strengthened their capacities to deliver products and services to their target commu-
nities over time. Their total assets have increased by 122 percent, growing from
$473 million in the aggregate before they received their awards to $1.05 billion in
the aggregate in 1998.

The Fund’s case studies include on-site evaluations by the Fund to examine the
CDFIs activities within the local economic development context. To date, we have
completed three case studies. We anticipate completing several per year. The three
case studies that have been completed thus far have been in Boston, Massachusetts,
San Antonio, Texas and Santa Cruz, California. Our initial research suggests how
CDFIs are positively affecting their communities.

In Boston, many of the city’s poorer neighborhoods did not benefit from the eco-
nomic growth in the 1980s; their conditions actually worsened during that period.
Yet these same neighborhoods have experienced notable improvements in the past



196

10 years, thanks in part to the work of CDFIs such as the Boston Community Loan
Fund and the Local Initiatives Support Corporation, two CDFI Fund awardees.
These CDFIs have provided financial and technical support to two of the city’s most
effective community development corporations (CDCs), enabling the groups to de-
velop the scale necessary to carry out affordable housing and commercial projects
that have revitalized long-declining communities such as East Boston and Egleston
Square. Since the mid- 1980s, the CDFIs have provided over $7.5 million to the
CDCs, which in turn have: built or rehabilitated over 800 units of affordable hous-
ing; managed an additional 900 apartments and commercial properties; and oper-
ated after-school and other programs for 150 neighborhood youths. The CDFIs have
also played a crucial intermediary role, working with bankers, city officials, and cor-
porate and foundation leaders to encourage additional targeted investment in these
neighborhoods. A number of bankers view the CDFIs as important partners in their
community development work, crediting the CDFIs with effectively serving organi-
zations and individuals that the banks cannot afford to serve.

Throughout San Antonio, public and private sector institutions recognize the im-
portant work of ACCION Texas, a CDFI Fund Awardee. From the city’s Economic
Development Office to local Chambers of Commerce to banks ranging in size from
local independent banks to Chase Manhattan, ACCION is viewed as a crucial source
of financial services for a previously neglected yet significant segment of the popu-
lation: the low- and moderate-income microentrepreneurs who live and work in
some of the city’s poorest neighborhoods. ACCION is seen as the organization that
can get loan capital into the hands of this underserved population and just as im-
portant—get it back. ACCION’s 400 clients include plumbers, electricians,
seamstresses, independent taxi drivers, and street vendors. They are primarily His-
panic. Without ACCION, they would not have adequate access to credit for their
businesses. With ACCION, they are able to get the financial and technical assist-
ance they need to expand their businesses and to make them more prosperous
through better business management. ACCION’s success in San Antonio has led it
to begin opening offices around the state, in the Rio Grande Valley, Houston, Dallas,
Austin, and Fort Worth.

In Santa Cruz county in California, the third largest community credit union in
the nation, the Santa Cruz Community Credit Union (SCCCU), offers a wide range
of financial products and services designed to meet the financial needs of a predomi-
nantly rural low- income population. The need is perhaps greatest in Watsonville,
where the unemployment rate is 15.8 percent, more than three times the national
average. Adding to the unemployment rate are the once-migrant agricultural work-
ers who are settling in the area in increasing numbers, even though agricultural
work remains seasonal. The employment and income figures highlighted the impor-
tance of focusing on the Watsonville population. With the help of its CDFI Fund
award, the Santa Cruz Community Credit Union opened a branch in Watsonville
so that it could ensure credit and banking access for all citizens, especially the
Latino population.

SUBCOMMITTEE RECESS

Senator BOND. The hearing is recessed. Thank you.
[Whereupon, at 11:25 a.m., Thursday, March 11, the subcom-
mittee was recessed, to reconvene subject to the call of the Chair.]
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OPENING STATEMENT OF CHRISTOPHER S. BOND

Senator BOND. Good morning.

The hearing of the Senate’s VA-HUD-Independent Agencies Sub-
committee will come to order.

This subcommittee meets today to review the fiscal year 2000
budget request of the National Aeronautics and Space Administra-
tion, or NASA.

We welcome Dan Goldin, NASA’s Administrator and his staff.
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I am always excited by what NASA does—the awe-inspiring vi-
sions which allow us to picture the far reaches of the universe, to
see the birth of stars and galaxies, and to imagine the possibility
of life existing throughout the universe.

This past year has continued that excitement, probably most em-
phatically with the return to space of Senator John Glenn and the
successful launch of the first two elements of the International
Space Station, which included the successful assembly of the Rus-
sian Zarya module and the U.S. Unity pressurized node.

I am optimistic, despite the many challenges facing NASA in the
coming year, that NASA will have another exciting year of achieve-
ment and success. In addition, the administration’s budget request
for fiscal year 2000 has attempted to establish a more honest
NASA budget. Over the last few years, the administration has
failed NASA and the Congress by requesting budgets that under-
funded priorities and pitted the escalating costs associated with the
Space Station with the costs associated with Space and Earth
Science Programs.

Nevertheless, with strong concerns voiced by both the ranking
member, Senator Mikulski, my good friend and colleague, and me,
the administration, at least within the NASA account, has begun
to provide a more balanced and rational budget request by pro-
posing some $13.58 billion for NASA in the year 2000. While this
is a decrease of $86 million from the fiscal year 1999 appropria-
tions, the President’s budget does commit an additional $180 mil-
lion in fiscal year 2000 for the continued construction of the Space
Station while providing balanced funding for the Space and Earth
Sciences. Nevertheless, I expect this to be another very difficult
year for funding decisions for the VA-HUD Appropriations Sub-
committee.

Mr. Goldin, those who have been to previous hearings have
heard this sad story. You should be no exception. I need to let ev-
erybody know what a tough year we expect to have, especially since
the budget submitted by the President raises expectations by not
structuring spending decisions according to fiscal requirements and
program needs. We have significant funding needs that we must
address in this subcommittee, ranging from medical care and in-
creased costs of medical care for veterans, to climbing costs associ-
ated with housing for low-income Americans, to relief for victims
of disasters.

We are not far enough along in the budget process to have an
allocation for the subcommittee. So it is premature to discuss what
levels of funding might be available to NASA. But you can be sure,
with all of these pressures coming in other parts of our subcommit-
tee’s jurisdiction, it is going to be a tight year for allocations.

Moreover, we did not get the budget deficit under control by in-
venting new programs and priorities. The budget surplus belongs
to the American taxpayers and, ultimately, priorities such as Social
Security are going to have to be addressed first.

As we have learned, Federal spending must be responsible
spending. NASA, as well as every agency, department, and office
within the jurisdiction of this subcommittee, will have to justify
fully its funding requests.
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NASA’s biggest priority remains the International Space Station.
Despite the retirement of our good friend Dale Bumpers, the con-
tinuing escalating costs of the International Space Station, from
$17.9 billion to some $24 billion, and likely more, at completion,
will remain a point of controversy and concern.

Somebody will take up the cudgel, I am sure, to lead the opposi-
tion.

The problem is compounded by significant and continuing con-
cerns certainly that I have and that others have expressed over
Russia’s ability to meet its financial commitment as a partner, cou-
pled with questions over its ability to meet schedule and hardware
commitments.

In addition, I have been very concerned that every year the fund-
ing for the Shuttle is reduced to continue to pay for the shortfalls
and overruns of the International Space Station. And every year
NASA assures us that safety issues for the Shuttle are not being
short-changed.

For example, in fiscal year 2000, the Shuttle account will receive
about $20 million less than fiscal year 1999’s appropriation.

Shuttle safety, the safety of the men and women who venture so
heroically into space, must remain our highest priority. In addition,
the next major issue of program debate in NASA is the future of
space transportation, with additional investment in the Shuttle pit-
ted against the development of Reusable Launch Vehicles, includ-
ing the development of a Crew Return Vehicle for the ISS.

NASA is currently working with industry to develop a Reusable
Launch Vehicle, or RLV, Program, that would be considered as a
replacement program for the Shuttle, with a decision on the status
of the RLV and the Shuttle due before the end of this century.

As we all know, the purpose of the RLV is to develop the next
generation Reusable Space Transportation Systems, such as the
Single Stage to Orbit, or SSTO, concept, under which a rocket at-
tains orbit with only one stage, instead of the two which is more
common today, carrying a cargo or crew. The purpose is to have a
vehicle capable of returning to Earth, being serviced quickly, and
flying again in a very short time.

Proponents believe the success of RLV will result in dramatically
lower costs in accessing space, perhaps from the current $12,000
per pound associated with the current Shuttle, to as low as $1,000
per pound if our hopes and projections come out right on the Reus-
able Launch Vehicle.

But for the cost of going into space, the critical component of the
success of a commercial space program, we need to insure that this
debate begins now. With the exploding costs of the ISS as a re-
minder of the costs of exploring space, we need to find ways to jus-
tify the costs of these new technologies and have the private sector
as a partner in developing these technologies.

Finally, I am very concerned about how NASA prioritizes pro-
grams and funding. We have been informed that a Hubble Tele-
scope repair mission may be scheduled for the near future and
that, because of failures of the gyroscopes, Hubble could stop being
operational during this year.

Hubble is clearly one of the crown jewels of NASA, and the loss
of its use for even a day would be more than unfortunate. Never-
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theless, I understand that NASA is struggling with budgeting a re-
pair mission in large part because it has used Hubble reserves for
other program shortfalls.

I understand the risk of failure with the space mission because
it is often cutting edge science. Nevertheless, NASA needs to budg-
et its programs to anticipate needs like those of Hubble. We cannot
continue robbing Peter to pay Paul. That is not an appropriate way
to do business.

We clearly need to understand how NASA prioritizes its missions
and activities and how funding decisions are made.

Finally, I conclude by applauding, once again, NASA on its many
successes. I can assure you that I, and I believe all the members
of this subcommittee and our staff look forward to working with
NASA on its budget and programs.

Having said that, I now, with pleasure, turn to my colleague and
ranking member, Senator Mikulski, for her statement and com-
ments.

STATEMENT OF SENATOR BARBARA MIKULSKI

Senator MIKULSKI. Thank you very much, Senator Bond.

I am going to welcome you, Dr. Goldin, and the entire NASA
team here as we consider our appropriations.

I am going to have a rather brief opening statement so that we
can get right into the hearing. We have a vote on at 11:00.

I also want to acknowledge and express my appreciation to Sen-
ator Conrad Burns, who is actually on the Commerce Committee,
which is the authorizer for NASA. Therefore, this is quite a lineup
that you have here this morning, with authorizing and appro-
priating members here.

I really want to associate myself with many of the issues raised
by Chairman Bond. But I will not elaborate on them in great detail
until we get to the questions.

I am glad to see that the administration has funded NASA in a
5 year approach.

I am going to thank you, Dr. Goldin, for your work to insure that
the out-year funding for NASA does not dip to a level that hollows
out NASA programs. As you know, I have been deeply concerned
about that.

Now with a stable request over 5 years, we need to take a look
at what we are going to do.

I share Senator Bond’s belief that we need to fund Social Secu-
rity first, make sure that we set aside money for Medicare, because
those two could really gobble up so much of our effort. But I do,
I think, respectfully disagree with the other party that the money
we are gathering in general revenues should not go for new tax
cuts when we need to stabilize and modernize our programs. I'm
not talking about new starts. But we have such a backlog of what
we need to do to catch up in work, maintenance, and so on that
I think “no new starts, no new tax cuts” might be a nice mantra.

Having said that, then, I want to say that not only are we look-
ing for stable funding, but we are also looking for stability and
safety in our programs.

We are pleased that NASA has included funding for the upgrades
in the Shuttle’s safety because it continues to be a top priority.
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We also know that we are deeply concerned about the issue of
the whole Space Telescope endeavor; for one, not only the funds for
a new, next generation telescope, but I am very much concerned
about Hubble.

We want to hear about the Hubble telescope. We want to hear
about the mission that you are going to be doing, how it is going
to be paid for and, once we do it, do we then truly extend the life
of Hubble in a way that is reliable and sustainable. We will go into
those questions.

The other continues to be—I see the flashing yellow light on my
time—the other is the continued escalating cost of the Space Sta-
tion. We now know that we are moving to assemble and we are
dazzled by the pictures. But we are concerned, once again, about
Russia as a partner in this.

As you know, Senator Bond and I asked you for a report on
whether there should be new approaches. We had hoped to have
that report in December so we could talk with the administration
and so on. We want to hear from you on the report and why, quite
frankly, it took you so long to give us the report so that we have
it only a few days before the hearing, where we really could not
give it the proper scrutiny.

But I know it will be the source of other conversations, some of
which might be classified.

In terms of the Russians, I continue to be concerned about their
missile transfer approaches and, therefore, their hand-to-hand
complicit cooperation in the proliferation of the potential to deliver
weapons of mass destruction.

There are many other issues that we want to talk about, and, of
course, I will always be interested in the Goddard budget. But we
are really interested in space science and Earth science because
that truly is really why we are really here with NASA.

I could elaborate on this, but I would prefer to do it through the
questions, knowing that Senator Burns will want to make some
statements as well.

So we are glad to have your budget. We need to know how we
are going to sustain it. We are also interested in the fact that I
truly believe that, because of the situation in which we have been
and the escalating costs of the Station, you have had to—I don’t
want to say “rob Peter to pay Paul,” but you have certainly bor-
rowed heavily. And if you have mortgaged the family farm, I think
this is a good time to talk about it.

Having said that, I thought I would use an agricultural analogy
in deference to you, Senator.

Senator BoND. Well, I'll tell you what—that dog will hunt.
[Laughter.]

We need to block those metaphors and see if we can’t avoid space
interference from metaphors. [Laughter.]

With that, as Senator Mikulski said, we are very pleased to have
the head of the authorizing team in the Senate, a member of this
subcommittee, Senator Conrad Burns.

Senator Burns.



202

STATEMENT OF SENATOR CONRAD BURNS

Senator BURNS. Mr. Chairman, thank you. I have no statement,
prepared statement. Because we are going to have a vote at 11:00,
we should get Administrator Goldin and his directors’ presen-
tations this morning.

I share some of the same concerns that both of you have ex-
pressed.

However, Senator, we have changed the view of some folks on
wools. So if you need some wools down in Missouri, why we know
where to get them, how to transport them, and so on.

Senator BOND. You are putting them in the Space Shuttles,
right? [Laughter.]

Senator BURNS. We want to send some to Missouri, don’t we
now?

Senator BOND. Are we on the same wavelength?

Senator MIKULSKI. I'm not going to jump in here. [Laughter.]

Senator BOND. I think we will not go there any further.

Thank you, Senator.

Dr. Goldin, we have your wonderful statement of about 25 pages
in very small type. This is going to be great reading for us today.
We will study it carefully.

I would appreciate it if perhaps you could summarize it for us
in 10 minutes so that we will all get several rounds of questions
before we get to our vote.

STATEMENT OF DANIEL S. GOLDIN

Mr. GOLDIN. Good morning, Mr. Chairman and members of the
subcommittee. I am pleased to appear before you today to present
the President’s budget request for fiscal year 2000. And I am really
pleased. For the first time in many years, NASA has a projected
out-year budget that is higher than the budget year request.

I want to thank both the chairman and the ranking member for
the support you have given this agency in working with the admin-
istration on this issue.

Funding has been added to the International Space Station’s,
Space Science and Future Launch. I am gratified by the adminis-
tration’s alignment of NASA priorities with the out-year NASA
budget.

Nonetheless, the request of approximately $13.6 billion for the
fiscal year 2000 budget can be appropriately characterized as lean.
It is below the fiscal year 1999 enacted levels and so tightly con-
structed that there are several areas where concerns have been
raised and I heard a few of them.

Senator MIKULSKI. Was it deliberate that we turned out the
lights?

Mr. GOLDIN. Yes.

Senator MIKULSKI. Is this because of a sun spot? [Laughter.]

Senator BURNS. It’s Y2K. [Laughter.]

Mr. GoLDIN. It is not a Y2K bug. We were going to give you a
multi-media presentation as I speak.

Senator BOND. Fantastic. Thank you.

[A video presentation was shown.]
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Mr. GOLDIN. We will be glad to enter into a dialogue with the
subcommittee today to address concerns you may have about our
funding levels for aeronautics, academic programs, space launch
and technology investments, or any other area in which you have
concerns.

Mr. Chairman, we are proud of our accomplishments. Our agen-
da is ambitious, but it is achievable.

Last year, a new star appeared on the horizon. It is called “The
International Space Station.” With our international partners, we
have begun to build this research center, which will be as big as
the U.S. Capitol on orbit. The launches of Zarya and Unity and the
spectacular EVA’s to connect them mark the beginning of this next
great human adventure in space.

NASA is more than about space. We are about life on Earth. Our
technology enriches people’s lives, like this child (indicating), who
is wearing a suit to protect him from sunlight. You are seeing the
first flower this child has ever picked.

Our Space Science Program is producing fantastic results as we
keep driving down mission costs. We are in the middle of an in-
tense launch period of 10 launches in 9 months.

Lunar Prospector, which cost only $60 million for the entire mis-
sion, found indications of water ice on the moon, a still controver-
sial finding.

Deep Space I is testing advanced technologies such as electric
propulsion. Stardust will return samples of primordial material
from a comet in interstellar space. Chandra will be our third great
observatory in orbit. It will explore highly energetic bodies, like
black holes and quasars.

Our Earth Science Program is experiencing the most ambitious
year ever and is providing down to Earth benefits. We have a very
ambitious program with almost a launch a month for the rest of
the year.

For instance, our data helps improve agricultural management
by identifying disease susceptibility, assessing soil moisture, and
helping farmers determine how much fertilizer to use and where.

This year is very exciting as we launch Landsat 7. It will have
many applications in agriculture, forestry, and regional planning.
Terra will provide daily global measurements of ocean color and
Earth’s biosphere, key data for resolving unknowns in the global
carbon cycle.

Quikscat, developed in just 12 months, will use ocean winds data
to track movement of storm systems. This should lead to a signifi-
cant advance in weather prediction.

In aeronautics, we are breaking through boundaries of flight. The
solar powered, remotely piloted aircraft flew at a record breaking
height of over 80,000 feet. The revolutionary X-33 is the flagship
of our Reusable Launch Vehicle Program. You could see the oxygen
tanks and the entire structure being built and the Aerospike en-
gine being tested.

NASA is doing more with less.

This committee has had concerns about the International Space
Station hurting other programs. This chart (indicating) shows that
by 2001, the Space Science budget alone will be greater than the
International Space Station.
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We have crossed over in fiscal year 1999 with a total science
budget greater than that for the entire human space flight pro-
gram. Recognizing this trend, the administration has included $10
million for next decade planning in this budget to insure an appro-
priate vision for the future that integrates robotic and human ex-
ploration.

With funding for fiscal years 1999 and 2000, we are also con-
tinuing our Space Transportation Architecture studies to develop
an investment strategy for reducing the cost of access to space by
using commercial capabilities, Mr. Chairman.

Now I would like to share NASA’s future plans with you. New
challenges will require revolutionary approaches. We have em-
barked on a NASA-wide program to establish an intelligence syn-
thesis environment. Our goal is to enable scientists and engineers
who are in geographically dispersed areas to work together as a
team in a totally immersive, controlled, real-time, virtual environ-
ment for end-to-end space design, development, test, manufac-
turing, and operation.

This will lower costs, accelerate development time, and increase
mission success in times of ever decreasing budgets.

We will look forward to completing the construction of the Inter-
national Space Station with our partners. This research center in
space will include over 100 major pieces of hardware from 16 coun-
tries. These pieces will be delivered by 6 different vehicles from 4
different launch complexes around the world.

The availability of this lab in space will create new opportunities
for long-term research. For example, biotechnology facilities will
enable us to uniquely grow and study cellular structures, including
living tissue and protein crystals.

The requirements of keeping a crew healthy in space so that we
will be able to go to other planets in our solar system will lead to
a whole new variety of medical technologies, including telemedicine
techniques, that will have applications around the world.

One goal of our Space Science Program is to establish a virtual
presence throughout our solar system, sending fleets of small
spacecraft, rather than single large missions. This will include a
sample return mission from Mars in the next decade. We will ren-
dezvous with comets.

The next generation Space Telescope will build on Hubble’s mar-
velous results. It should cost about one-fifth of what Hubble cost
but be about 3 times bigger and 10 times more powerful. It will ex-
plore much longer wavelengths of key scientific interest.

In the future, NASA will have spacecraft, rovers, and probes in
orbit around various planets and the moon, in their atmospheres
around their surfaces, and burrowing underneath their surfaces.

We will require an inter-planetary internet to assemble and send
back to Earth the tremendous amount of information that will be
generated by these robotic emissaries. The first step at Mars is in
this year’s presidential budget.

Future Earth science will help us better understand our own
planet. We will be able to see the Earth through different lenses
showing water vapor, the biosphere, global cloud cover, ocean tem-
perature, and crystal dynamics. Collectively, these views show us
how the planet works as a system.
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In the future, we will integrate detailed measurements at the
global, regional, and local levels and combine them with predictive
modeling. We hope to be able to understand and predict weather
and climate on a seasonal, annual, and, ultimately, decadal basis.

Commercial applications will include agriculture, urban plan-
ning, disaster mitigation, environmental compliance, highway and
pipeline siting, and resources management. A whole new industry
is growing based on this work.

NASA will continue to push the frontiers of flight from general
aviation to space access. We are developing aeronautics technology
to help reduce the fatal accident rate by a factor of 5 in 10 years
and a factor of 10 in 20 years.

For example, we are working advanced true interfaces that will
make it easier for pilots to understand what is happening in and
around the aircraft. We are working at putting air traffic control
technologies in the cockpit to give pilots the ability to optimize
their costs based on weather, traffic, and other factors.

With synthetic vision, pilots will be able to see the landscape no
matter what the weather, day or night, decreasing the likelihood
of accidents. This technology has applications for civil and military,
commercial and private, large and small aircraft.

A new Ultra-Efficient Engine Technology program will push the
state of the art in high temperature materials and combustion to
lower fuel consumption and improve performance. We are looking
to the future when there will no longer be a distinction between air
and space travel. The X—43 is a flight experiment that will, for the
first time in history, test a SCRAMjet at speeds of up to MACH 10.

Another concept we are studying is the rocket based combined
cycle with magnetic levitation launch. This is not science fiction.

The revolutionary Reusable Launch Vehicle Program, a partner-
ship with industry, is demonstrating technologies that could dra-
matically reduce the cost of launching a payload to orbit from to-
day’s roughly $10,000 a pound to $1,000 a pound while, at the
same time, improving safety by a factor of 10.

Because NASA does not think small, because we plan for the
long-term, not the short-term, this budget is not designed for the
next decade. It is an investment in the next millennium.

PREPARED STATEMENT

NASA is proud to lead the way. This program is not for the faint
of heart. NASA boldly pushes forward and performs to make Amer-
ica better. I am very proud and honored to lead the NASA team
as we serve our country.

Here you are seeing a plane that will fly on Mars in 2003.

[The statement follows:]

PREPARED STATEMENT OF DANIEL S. GOLDIN

Mr. Chairman and Members of the Subcommittee: I am pleased to be here to
present to you NASA’s budget request for fiscal year 2000. It is a great time at
NASA. This budget is the first budget for the 21st Century, a century in which hu-
mans will live permanently in space, on the International Space Station, and later
perhaps beyond. Before we look ahead to the bright future, I want to lay the founda-
tion by looking at the past. Our achievements, and yes, our problems, have prepared
us for the future.
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While the fiscal year 2000 request represents a decrease from the fiscal year 1999
enacted level, it is the first budget in five years which reflects an increase in the
outyears. NASA has undertaken the challenge of the past five years by becoming
more efficient. By prioritizing and, as required, cutting programs whose cost esti-
mates were unrealistically low, schedules unacceptably long, or objectives no longer
relevant to our mission, we saved valuable resources. With those savings, we started
9 new programs, like Origins, which could help us to answer fundamental questions
about life in the universe, and Advanced Space Transportation, which could revolu-
tionize space travel. The percentage of our budget devoted to science and technology
has increased from 31 percent in fiscal year 1991 to 41 percent today, and is
planned to grow to 45 percent in fiscal year 2004. At the same time, the percentage
of our budget devoted to human spaceflight has declined from 48 percent in fiscal
year 1991 to 40 percent today, and is projected to decline to 35 percent by fiscal
year 2004. As a result, our budget is much more balanced.

We have made difficult choices to enable us to move toward an ambitious, but
achievable, future.

We are managing our programs in a fiscally responsible manner. In 1992, a Gen-
eral Accounting Office survey of our major programs identified an average cost
growth of 77 percent. We aggressively attacked the problem, and through manage-
ment oversight, cost-cutting efficiencies and identifying the problems, have created
positive results. Cassini, Mars Global Surveyor, Mars 1998 Orbiter, Mars 1998
Lander, Stardust, NEAR, ACE, and Mars Pathfinder have all been launched on time
and within budget.

We continue to find efficiencies in operations while we improve safety; from fiscal
year 1993 to fiscal year 1998, the annual Shuttle budget is down 29 percent, while
the measures of Shuttle safety and performance have improved dramatically. I am
proud of the NASA-contractor team that made this happen. Over the same time pe-
riod, we have improved the manifest lead time by 28 percent, and increased the
maximum lift capacity to the International Space Station by 71 percent.

Some of my favorite metrics are associated with science spacecraft design and de-
velopment. In the early 1990s, the average cost of spacecraft development was $590
million. From fiscal year 1995 to fiscal year 1999, it is $205 million, and our goal
for fiscal year 2000 to fiscal year 2004 is $79 million. Development time has come
down dramatically. In the early 1990s, the average development time for spacecraft
was eight years. From fiscal year 1995 to fiscal year 1999, it is five years, and for
fiscal year 2000 to fiscal year 2004 our goal is four years. Our annual flight rate
went from two in the early 1990s to seven in fiscal year 1995-1999, and we plan
on fourteen flights a year on average from fiscal year 2000 to fiscal year 2004. The
missions are exciting, as attested to by extensive media coverage and hits on
NASA’s World Wide Web site, and scientifically sound.

We're not just talking about improvements, we’re implementing them. Our Dis-
covery series of spacecraft must be developed in less than three years and for less
than $150 million (FY 1992 dollars). Stardust, launched this month to gather and
return samples from a comet, took 27 months to develop and cost $120 million. We
have 11 planetary spacecraft that, together, cost the same as the single Galileo
spacecraft.

We have changed NASA as an institution. In 1995 we conducted a Zero Base Re-
view (ZBR) which created Lead Centers and Centers of Excellence. This led to the
elimination of redundant capability at our Centers and allows each Center to focus
on what it does best. We redefined the role of Headquarters to define “what” NASA
should do, and leave it to the Centers to figure out “how” to make it happen. We
met our goal of cutting the total Government/contractor workforce at Headquarters
by a factor of three, including cutting the civil servant staff in half. The total NASA
workforce has come down from about 25,000 in fiscal year 1993 to 18,545 for fiscal
year 1999 without a reduction-in-force.

We established a Program Management Council to catch cost overruns and sched-
ule problems, and it is working in programs like Chandra, Clark, and X-33/RLV.
Our new approach to contracting, holding contractors accountable for delivering on
budget and on schedule, is working in programs like SFOC, CSOC and the TDRS-
Hughes contract.

Within NASA, I have established safety as our most important core value. The
safety ethic will permeate all NASA activities, on the ground, in the air and in
space. Our current program is good; however, we can and will do better. I am work-
ing to ensure that all NASA managers understand what is expected of them when
it comes to safety and health. Our managers and employees are stepping up to the
challenge and working to identify and correct any deficiencies in safety and health
as these are identified. No compromises shall be made when lives are at stake.
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We at NASA are proud of our Strategic Plan. We have a vision for the Agency
and roadmaps to get there. We look forward to working with this committee and
others in the coming year as we revise and refine our Strategic Plan. Our fiscal year
2000 Performance Plan, which will be sent to you shortly, will include interim ad-
justments to our 1998 Strategic Plan. These changes reflect a special emphasis on
safety and changes we have made in the NASA organization. Under the Govern-
ment Performance and Results Act (GPRA), a fully updated Strategic Plan must be
submitted by September 30, 2000. We intend to get an early start and will be work-
ing with you to enable the Committee’s full participation in this process. GPRA,
through its requirements for strategic and performance plans, has provided a struc-
ture for NASA to prove to the American taxpayer that we do what we say, and that
what we do matters.

In order to assure that NASA can implement its Strategic Plan, we have under-
way a Core Capabilities Assessment, led by the Chief Engineer. The purpose of the
assessment is to identify the physical and human assets required to deliver on the
established Mission Areas and Center of Excellence assignments identified in the
Strategic Plan. We will use the results of the assessment in formulating the fiscal
year 2001 budget.

We had a very exciting year in 1998, full of new discoveries and heroes, and a
celebration to commemorate our 40th anniversary. The sun rose on the Inter-
national Space Station with the launch of the first element, Zarya (Sunrise), in No-
vember, and the world watched as our astronauts connected the U.S. Unity node
to it in December. John Glenn returned to space in October for a nine-day research
mission. We now have images of the faintest galaxies ever seen. We launched the
Mars Climate Orbiter, the third mission to that planet in as many years. The Trop-
ical Rainfall Measuring Mission, a cooperative mission with Japan launched last
year, will revolutionize our knowledge of how storms and hurricanes form and dis-
sipate and enable new weather forecasting methods. The U.S.-Canadian Radarsat
created the first detailed radar map of Antarctica. We took atmospheric flight to
new heights as the remotely piloted Pathfinder aircraft surpassed 80,000 feet. We
continued to push the technology to lower space launch costs, making the first selec-
tion under the new Future-X program, which is the next step in the space access
revolution. This is just a sampling; I will discuss in more detail the achievements
of NASA’s Enterprises later in the statement.

We see where we have been; where are we going from here?

In five years, the International Space Station (ISS) will be complete and serving
as an outpost for humans to develop, use, and explore the space frontier. The ISS
will greatly expand research opportunities, leading to exploration breakthroughs,
scientific discoveries, technology development and new space products. We will con-
tinue to safely fly the Space Shuttle—the workhorse to support assembly for the
Space Station. While we do this, we will make fundamental decisions on the long-
range strategy for sustaining human access to space through upgrades to the Space
Shuttle, or through replacement of the Space Shuttle. We will stay on the road to
commercializing space operations, including space transportation, space communica-
tions, and the International Space Station. As we transition from operations to core
R&D functions, we will lay the groundwork for decisions on extending human pres-
ence beyond Earth orbit.

In Space Science, we are poised on the edge of a new undertaking aimed at help-
ing us answer some very old questions: What is our place in the cosmos? How did
we get here? Are we alone? You first heard about the Origins program a few years
ago. It is time to turn Origins into a reality. In the not-too-distant future, we will
move from the planning stages to actual launch and operations of a number of Ori-
gins missions. These missions include powerful telescopes to find the earliest struc-
ture in the universe, to search for planets around other stars, and to look for poten-
tial evidence of life on these newly discovered planets. They also include robotic
probes to Mars, Europa, and other targets in the search for the beginnings of life
in the backyard of our own solar system. The data gathered from these new mis-
sions combined with what we continue to learn about the mysteries of the deep uni-
verse and our own Sun from ongoing missions should help us begin to unravel the
answers to these questions that are as old as humankind itself. Our goal is simple—
to do what no generation before us has been able to—understand our place in the
COSMOS.

Closer to home, through the Earth Science Enterprise (ESE) we will develop a
comprehensive understanding of the total Earth system and the effects of natural
and human-induced changes on the global environment. To accomplish this, we are
drastically shrinking the size, cost and development time for missions in the next
decade. But NASA is not going to stop with just smaller, cheaper versions of today’s
science satellites or be confined to low-Earth orbit. The state-of-the-art in instru-
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ment and spacecraft technologies points to the near future when present-day thou-
sand kilogram, cubic meter satellites are replaced by constellations of micro and
nano-satellites with instruments on chips. These advanced satellites will not operate
independently of each other—they will be intelligent constellations working together
to provide the views having the temporal and spatial resolutions users want. They
will be capable of on-board data processing and direct downlink of information to
users’ desktop computers in near real time at the cost of long distance telephone
calls. While accomplishing our science objectives, these advanced satellites will en-
able the next great advances in weather and climate prediction, improve agricul-
tural productivity, and advance the growth of the U.S. commercial remote sensing
industry.

With the Aero-Space Technology Enterprise, NASA seeks nothing less than to rev-
olutionize the way we travel to neighboring cities, countries and planets. The bene-
fits of the communication revolution we are living through today will only be fully
realized when it is accompanied by a transportation revolution. In a “wired” econ-
omy, we need to move people and goods more safely, more quickly, more efficiently,
and with less environmental impact. Today, NASA is concentrating on these public
goods issues in partnership with the aviation community. Working with the Federal
Aviation Administration (FAA), airlines and industry, we are going to create a com-
mercial aviation system that is safer, more efficient and friendlier to our commu-
nities and our globe. And while we are revolutionizing aviation, by significantly re-
ducing the cost and increasing the reliability of space transportation, we will open
space to human endeavor. Think of the science missions we do today, and then
imagine space transportation systems that support faster missions with three or
four times the amount of science at lower cost. Imagine the commercial opportuni-
ties that will develop in earth orbit for communications, materials science and phar-
maceuticals, space-based power and other applications when the cost is one tenth
or even one hundredth of today’s costs. That is what we are working for.

We understand the road ahead presents challenges. First among these is keeping
our promises on key programs such as International Space Station and the Earth
Observing System. This will require in the first case flexibility and determination,
and in the second case new information technologies and management approaches.
Another challenge is within NASA itself: the design of the NASA organization, the
skills of our workforce, the availability of research and technical facilities, the evo-
lution of existing assets, and our interactions with customers, partners, and sup-
pliers must reflect and support the changing nature of our programs. For instance,
the emergence of “virtual” structures—collaborative and geographically dispersed
teams—to conduct work requires new concepts of organization and management.
And our emphasis on commercializing operations while focusing on R&D requires
new ways of dealing with customers, partners and suppliers. The third major chal-
lenge I see for NASA is that of “continued relevance.” Fundamentally, NASA needs
to continue to benefit the taxpayers who foot the bill for a vibrant aeronautics and
space program. To meet this challenge, we need to remain focused on our ultimate
customer, the taxpayer, while doing a better job communicating the outcomes and
benefits of our programs. Mr. Chairman, I believe NASA is poised to meet these
challenges and achieve our vision for the future.

FISCAL YEAR 2000 BUDGET

This budget is another important step on NASA’s path back to its roots in re-
search and development, an important step towards achieving the vision I just laid
out. The fiscal year 2000 budget provides stability in the outyears, and strikes a bal-
ance between upholding our commitment to the International Space Station (ISS)
and advancing research and technology.

All of you are aware of the challenges facing us and our International Partners
on the ISS program. This budget reflects an Administration policy decision to reduce
the level of risk to the ISS with a net increase of $1.4 billion over the next five
years, including $349 million more for fiscal year 2000 alone. We have enhanced
Station budget reserves, are developing a robust Russian Contingency Plan, which
includes use of the Shuttle for ISS reboost, development of a U.S. propulsion mod-
ule, and additional Shuttle launches for logistics support. While advancing the ISS,
we have preserved NASA’s other core research activities and are investing in new
technology initiatives that will provide robust options for exciting NASA missions
in the next decade.

As ISS brightens the sky, so will many, many science missions funded in this
budget. We are in the middle of launching ten Space Science missions in nine
months. With the funds provided by the Administration in this budget, we will be
developing Self-Sustaining Robotic Networks. Building on the enormous success of
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Mars Pathfinder, these self-tasking, self-repairing, evolvable networks of small,
highly mobile machines will give us the permanent “virtual presence” outposts we
need to achieve high priority Origins science objectives on Mars, Europa, Titan,
Callisto and other key points throughout the solar system. Thanks to Administra-
tion investments, we will also be developing the other end of the spacecraft tech-
nology spectrum in Gossamer Spacecraft. These are lightweight, large-scale,
deployable spacecraft that will enable revolutionary, light-gathering capabilities for
solar sails, telescopes, and power collection. Through Mars Micro-Missions and a
Mars Network, the Administration is also supporting enhancements to the baseline
Mars Surveyor program that greatly increase the quality and quantity of the Pro-
gram’s science return and the Program’s opportunities in public education and ex-
ploration.

In recent days, I have accepted a recommendation from my senior management
that NASA revise its previous plan for the next Hubble Space Telescope (HST) serv-
icing mission (SM-3), to undertake an expedited servicing mission in October 1999,
and a second servicing mission as soon as operationally feasible. The need for a mis-
sion to ensure continued HST science operations has arisen suddenly because two
of the remaining five operational gyroscopes in the telescope’s guidance system have
malfunctioned in the past six months. Although the loss of gryoscopes is expected
over time, the recent loss of two, in rapid succession, leaves the Telescope one fail-
ure away from a total shutdown of science operations. The spacecraft is not in dan-
ger, and will remain safe until a repair mission can be launched. However, a shut-
down in science operations would be a severe blow to the scientific community, as
Hubble is arguably the most productive, and certainly the best-known, astronomical
science facility in the world. Developing and executing this servicing mission within
seven months is a challenge, and would not have been possible if it were not for
the fact that training has been ongoing for the previously planned servicing mission.
Furthermore, the HST replacement hardware required for this expedited servicing
mission has been budgeted for in the fiscal year 1999 and prior budgets. We are
in the process of identifying offsets to accommodate the costs of this expedited mis-
sion, and will submit a revision to our fiscal year 1999 Operating Plan to the Com-
mittee in the near future.

We will launch eight Earth Science missions this year, including the first two
Earth Observing System missions. NASA will continue to contribute to the “Digital
Earth” effort, by fusing Earth Science data, socio-economic data, and other data sets
that can be “geo-referenced” and used to communicate a tremendous amount of in-
formation to scientists and non-scientists.

A broad new technology initiative I am particularly excited about is the Intel-
ligent Synthesis Environment (ISE) that will revolutionize the way NASA conceives,
plans, and develops its missions. In today’s engineering environment, we and indus-
try take too long to develop our missions and effectively commit about 90 percent
of cost very early in the development cycle when we only have about 10 percent of
total design knowledge. Over the next five years NASA will research, develop, and
implement the tools and processes to dramatically reduce spacecraft development
time while creating much higher confidence in performance and total life cycle cost
estimates. ISE will exploit emerging advances in ultra-high speed computing, ad-
vanced communication networks and totally new analysis methods; it will allow us
to “virtually” build and test vehicles and systems before we spend money on expen-
sive hardware. When fully deployed, ISE will enable geographically dispersed sci-
entists and engineers to function as an integrated, collaborative team with the un-
derstanding and knowledge necessary to develop complex missions faster, with
better- understood risk and much lower life-cycle costs.

We are continuing to focus on high-priority aeronautics research, aggressively
pursuing our goals in aviation safety and systems capacity as well as next-genera-
tion design tools. And our pursuit of cheaper, more reliable space transportation for
the next century continues with our Reusable Launch Vehicle technology program
and the ongoing, industry-led Space Transportation Architecture Study (STAS). This
Study was initiated last year to help us develop an investment strategy for reducing
the cost of access to space by using commercial capabilities. The study is assessing:
(1) if the Space Shuttle should be replaced; (2) if so, when the replacement should
take place and how the transition should be implemented; and (3) if not, what up-
grades should be made to continue safe and affordable flight of the Space Shuttle.
We awarded study contracts to the Boeing Corporation, Kelly Space and Technology,
Lockheed Martin Corporation, Orbital Sciences Corporation, and Space Access—rep-
resenting the entire spectrum of players in the launch vehicle business—to solicit
their assessments of future options to that could feasibly commercialize NASA’s
space launch requirements. The industry teams gave NASA their final reports in
late January. These results are being independently assessed and will be integrated
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by an in-house team into space transportation architecture options. Over the next
few months, additional work will be tasked to refine and further develop some of
these options. NASA has set aside a portion of its outyear budget to provide re-
sources for achieving a reduction in future launch costs, while funding the Space
Shuttle Program at levels which accommodate essential safety obsolescence mitiga-
tion. The STAS will help us understand how we can make investments to leverage
commercial launch capabilities that transition us away from owning and operating
space transportation systems and toward private sector competition for NASA’s
launch requirements. From these options, the NASA Space Transportation Council
will make recommendations this summer to me concerning a future space transpor-
tation investment strategy. We expect to continue to invest in critical technologies
that reduce financial and technical risks for competing concepts leading to a com-
petitive selection of a preferred approach or approaches in the 2002-2005 time-
frame. I will make recommendations in this regard to the Administration this fall
as part of the fiscal year 2001 budget process.

We have taken aggressive actions to ensure that our missions, systems, and sup-
porting infrastructure and facilities are not disrupted by the transition to the year
2000. As of March 15, 1999, 93 percent of our 158 mission critical systems are, or
have been made to be Y2K compliant. NASA has completed renovation and valida-
tion on all but one of the 101 mission critical systems we are repairing (Y2K work
on the SOHO ground system has been deferred until full recovery is complete). We
will complete implementation of planned repairs and replacements for mission crit-
ical systems by the end of March. In addition, we have repaired almost 350 non-
mission critical systems, validated over 6000 commercial products, and tested over
52,000 workstations and servers. No significant Agency asset has been untouched.

While these accomplishments are noteworthy, NASA is going beyond stated re-
quirements to ensure our missions and programs are ready for the new millennium.
During the remainder of 1999, NASA will conduct a suite of extensive end-to-end
tests that include interfaces to external infrastructure outside NASA control (e.g.
electric power grid) to validate our Y2K operational readiness. For example, we will
be executing a series of end-to-end tests, culminating in a Space Shuttle pad test,
to verify that all aspects of the Space Shuttle program will be functional in the Year
2000. As part of this test, we will run a pre-launch countdown (to L+5 seconds)
with a vehicle physically on the pad and all supporting systems in a Y2K configura-
tion. For the International Space Stations, we are conducting an end-to-end test
with Mission Control Center-Houston, Mission Control Center Moscow, and the sup-
porting networks. We are also conducting a series of twelve end-to-end tests to dem-
onstrate the readiness of command, tracking, telemetry, and data services sup-
porting all NASA missions, including NASA’s Deep Space Network, Ground Net-
work, Space Network, and NASA Integrated Services Network. We will continue to
conduct end-to-end tests for Space and Earth Science missions similar to the re-
cently completed Cassini test. This test demonstrated end-to-end compliance by
flowing data in a Y2K environment from a Deep Space Network facility at the
Goldstone complex all the way to two end user sites at John Hopkins University
and in England. In addition to ensuring compatibility between NASA’s systems and
external infrastructure, these end-to-end tests will provide added confidence regard-
ing the operations of internal NASA systems.

As a further assurance, each NASA Enterprise and field Center is preparing busi-
ness continuity/contingency plans to provide an acceptable level of NASA functions
in the event of failures of internal or external assets or services due to Y2K anoma-
lies. During the rollover weekend, we will have additional “Response Center” staff
on-site at each field Center and Headquarters. We are also establishing strategies
for all missions for the selective quiescence of facilities and systems, including re-
striction of spacecraft commands during the rollover. NASA is committed to ensure
that the Agency transitions safely to the new millennium with zero failures or sig-
nificant malfunctions and that any unforeseen discrepancies are resolved with mini-
mal impact on normal operations.

We are excited about what the future holds for NASA. The fiscal year 2000 budget
of $13.6 billion provides not only continuity and stability, but also a moderate in-
vestment in far-term technologies and planning. This vote of confidence from the
President that we are ready and energized to tackle new challenges in the new mil-
lennium is a challenge we proudly accept.

NASA’S ENTERPRISES

Human Exploration and Development of Space Enterprise

International Space Station.—The International Space Station (ISS) has become
a reality. The foundation, befittingly named Zarya, for it marks the dawn of a new
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era, was lifted to orbit aboard a Russian Proton launch vehicle last November. A
month later, Unity was carried to orbit aboard Shuttle Endeavour and berthed with
the Zarya module. Before long, passageways from Unity will link to other chambers
such as: Destiny, the U.S. laboratory; the Russian Service Module; and the airlock.

Astronauts James Newman and Jerry Ross made it look easy, connecting
umbilicals providing power and communication links from Zarya to Unity, bringing
Unity’s on-board systems to life. This is the first time ever that two such complex
international spacecraft—built 10,000 miles apart, and assembled permanently in
orbit over a period of a few short days—has been accomplished. We understood that
the complex, international nature of this venture would present unprecedented chal-
lenges, because we would not be able to perform integrated testing of all inter-
national elements on the ground. The Zarya/Unity mating was truly an outstanding
effort by the NASA/RSA team. Many challenges were overcome to reach that mo-
ment, and we know that many formidable tasks lay ahead. Since the beginning of
the International Space Station Program, we have worked through many questions
and uncertainties with our partners to achieve definite, measurable, and notable
forward progress. In 1994, we were moving out of the design phase and into manu-
facturing. By 1997, we began to see major subsystems and elements take shape as
we entered into test and validation activities. We began to integrate these systems
with the Shuttle fleet. Today, while the Boeing developmental effort is over 80 per-
cent complete, we continue to have elements in all phases of development, and oper-
ational elements on orbit. The International Team has demonstrated that it is fully
committed to working together to overcome new challenges as they arise, to assure
safe design and operations and to make the ISS a reality.

RUSSIA

When provided with adequate resources, the Russian Space Agency (RSA) has
demonstrated worthy performance. However, despite a high level of commitment by
RSA, Russia’s fiscal realities continue to impede RSA’s ability to deliver its substan-
tial contributions to the ISS in a timely manner. Those contributions include propul-
sive attitude control, reboost, early crew quarters and life support, crew rescue, and
command and control during the early assembly period. NASA has plans for U.S.
capabilities in all these areas, which provide backup and in the long-term make ISS
operationally more robust. But the costs of delaying the assembly until these U.S.
capabilities are available would be significant; the prudent course is to continue to
seek Russia’s contributions.

NASA’s approach to contingency planning has been to incrementally fund activi-
ties that permit station development to continue to move forward, although not as
originally planned, should the planned contributions of our ISS partners not be de-
livered as scheduled. Our Contingency Plan to mitigate the financial and schedule
risk from potential shortfalls in Russian contributions consists of: (1) building up
U.S. capabilities as backup to protect against possible Russian shortfalls, which will
also make the ISS more robust; and, (2) potential purchases from RSA in specific
areas where Russian goods and services are of value to the United States.

In October 1998, to provide funding stability to RSA, NASA purchased for $60
million valuable crew research time and stowage space in Russian elements of the
ISS. To mitigate further schedule disruptions and cost growth, NASA is considering
plans to continue contracting with RSA for additional goods and services of value
to the U.S. We are carefully monitoring three areas before we make decisions re-
garding any follow-on contract with RSA for goods and services: (1) confidence in
the Service Module launch schedule, based on successful testing, shipment to
Baikonur, and funding flow; (2) clarity on the Russian Government plans for the fu-
ture of the Mir, specifically including validation that any extension of Mir oper-
ations will cause no interference with Russian Government funding for their com-
mitments; (3) clear understanding from RSA that other Russian hardware and vehi-
cles they have committed for ISS are being produced. NASA has budgeted $100 mil-
lion in fiscal year 1999 to procure goods and services, which could include a Soyuz
vehicle needed by the United States to enable a 6-person ISS crew prior to the de-
ployment of a U.S. crew return capability. However, this budget includes no provi-
sion for purchases from Russia in fiscal year 2000 and beyond. We will continue to
monitor the overall Russian situation in this regard.

The Interim Control Module (ICM), another element of NASA’s contingency plan,
can provide propulsion and attitude control capability. Through innovative Shuttle
flight planning, NASA has developed an “each flight” reboost capability, under
which NASA could, if necessary, offset as much as a 30 percent shortfall in Russian
Progress vehicle propellant logistics. We are modifying the Orbiter fleet to enhance
this Shuttle reboost capability to both increase flexibility of reboost as well as in-
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crease the propellant shortfall offset to at least 50 percent. When coupled with the
ICM’s capabilities, Shuttle reboosts will provide needed contingency protection to
safely maintain elements already in orbit, and allow us to continue ISS assembly
in the event of Russian shortfalls until a U.S. permanent propulsion module can be
deployed. As a result of our review of the Propulsion Module requirements and im-
plementation plan on February 17, we have authorized the contractor to proceed
with procurement of the next set of long-lead parts, and to prepare for a Systems
Requirements Review later this month. Delivery of the Propulsion Module could be
as early as fiscal year 2002.

Relative to the Service Module, Mr. Koptev, RSA’s Director, informed me last
month that despite running Service Module (SM) integration tests around the clock
and on weekends, some schedule slippage has occurred due to normal technical dif-
ficulties. Our ISS management team will be traveling to in Russia for a General De-
signers Review and Service Module roll out prior to shipment to the launch site next
month. At this meeting we will gain better insight into the progress of the SM, al-
lowing the partners to evaluate a revised launch date for the Service Module. Dur-
ing our assessment last April, we knew that the July 1999 schedule for SM launch
was aggressive and that a September date was possible. This slippage does not im-
pact the elements already in orbit.

MIR SPACE STATION

Over the last six months, Russian news media have been reporting on the possi-
bility of extending the life of the Mir space station. RSA has repeatedly made clear
that the Russian Government’s top priority for human space flight is the ISS. Any
potential extension of the Mir program would require private funding and must not
in any way impact Russia’s ability to meet its commitment to the ISS program. In
mid-January, Russian Prime Minister Primakov signed a decree outlining the condi-
tions under which Mir could be extended on orbit on a commercial basis. RSA indi-
cated that a final decision on a potential extension of Mir would be made in the
Spring timeframe, depending on the success of finding a commercial investor. As-
suming no investors come forward, RSA has stated that it intends to deorbit Mir
in late summer. RSA has publicly stated that, currently, there are no investors com-
ing forward. NASA is working closely with RSA to understand the status of their
Mir deorbit plans, and related implications to their ISS commitments.

ISS BUDGET

Last year, the Committee heard from an outside task force of independent experts
on the projected U.S. cost for the ISS. The Task Force report specifically highlighted
the extraordinary level of complexity inherent in the ISS and concluded that the
Program had made “notable and reasonable progress over the past four years” and
faced no extraordinary or programmatic “show-stoppers.” Nonetheless, the report
concluded that Program cost and schedule projections were optimistic given the
challenges ahead, partially due to domestic cost increases and partially due to the
uncertain status of the Russian contributions.

We recognize the validity of findings of this Task Force, particularly in the re-
sources needed for increased risk mitigation, schedule protection, and crew return
capability. In my October 7, 1998, testimony before the Committee on Science, I
stated that the Agency would require additional resources to continue forward with
this valuable laboratory in space. I am happy to report that the President’s fiscal
year 2000 budget request provides an additional $349 million in fiscal year 2000,
and a total net augmentation of $1.4 billion over five years, reconfirming the Admin-
istration’s strong support of the ISS. We also recognize the recommendations of the
Task Force in a number of management areas, and recognize our fiscal responsi-
bility to the American taxpayer to balance all aspects of this program and manage
within the resources available. The Administration has highlighted this responsi-
bility by establishing the management of risks in development of the ISS as one of
the Administration’s Priority Management Objectives in the President’s fiscal year
2000 Budget. We have already begun to make management improvements, includ-
ing the initiation of a new management review process for those activities not under
the prime contract, and are committed to making continued improvements. We are
also making schedule adjustments and rephasing some content to limit the financial
augmentation required.

DEVELOPMENT STATUS

In 1999, development activities are phasing down, while operations and research
utilization activities are escalating. The fiscal year 1999 vehicle development budget
is nearly $600 million below fiscal year 1998, and the number of contractors sup-
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porting the program is several thousand less than at the peak of the development
effort. This trend will continue this year, with several thousand additional contrac-
tors transitioning to other tasks, such as sustaining engineering or other non-ISS
work. ISS operations planning is now well underway. In fact, NASA is already
working plans for operations that will occur in fiscal year 2001. Mission Control
Center-Houston is already operational, and has overall authority and responsibility
for the safety and operations of the ISS and crew. Mission Control Center-Moscow
is currently performing the actual uplink of commands, and will continue to do so
until U.S. communications and control systems become fully operational with the
U.S. Laboratory delivery to orbit in fiscal year 2000.

Near-term, high visibility activities this year include the flight of critical ISS
spares and an external Russian cargo crane to be flown in May 1999. This flight
will be followed by the launch of the Russian Service Module, providing the early
crew quarters and ISS propulsion systems. Next, another Shuttle logistics flight is
scheduled, followed by Shuttle flights to assemble some of the U.S. external frame-
work, electronics, communications, attitude control and thermal systems prior to
flight of the first crew in early 2000.

Near-term hardware development activities are focused on completion and deliv-
ery of the U.S. airlock. The ISS involves many systems which entail multiple, iden-
tical elements, such as the photovoltaic arrays, of which four are planned. For the
most part, the high-risk, first elements of these systems have been delivered to
KSC. This year will begin the delivery to KSC of many of the subsequent, identical
items. We will continue Multi-Element Integration Testing (MEIT) effort on the
next complement of U.S. elements: the initial truss segment, the early thermal con-
trol system, the first Photovoltaic Arrays, the Canadian-built ISS robotic arm and
the U.S. Laboratory, Destiny.

In 2000, we will launch the first ISS crew to orbit, as the launch of the first Soyuz
to ISS enables permanent crew capability for three people. Microgravity research ca-
pability will be available in the spring of 2000, with the outfitting of the U.S. lab-
oratory, Destiny. When Phase II of ISS is complete in late fiscal year 2000, the Sta-
tion configuration will include Unity, Destiny, pressurized mating adapters, power,
airlock, and Multi-Purpose Logistics Module (MPLM); Zarya, the Russian Service
Module and Soyuz; and the Space Station remote manipulator system (SSRMS) pro-
vided by Canada. By early 2003, the ISS configuration will also include the second
U.S. node, truss segments, three solar arrays, the Japanese Experiment Module
(JEM) and resupply/support vehicles. In 2004, U.S. Station development efforts will
near completion, with the delivery of a six-crew capability on orbit.

INTERNATIONAL PARTNERS

The work of NASA’s other international partners on the ISS program is pro-
ceeding well and according to plan. All of the partners have stated their commit-
ment to do whatever possible to help Russia fulfill its obligations to the ISS program
and to ensure that the program remains on track.

NASA is also working aggressively with all of its partners to ensure that all ISS
components are fully Y2K compliant. When I attended the historic launch of Zarya
from Baikonur on November 20, 1998, I had the opportunity to meet with the head
of each partner agency on the Year 2000 issue. Each agency gave an in-depth pres-
entation on their work to ensure full Y2K compliance, and reiterated the commit-
ment to achieve compliance early this year. Although I have received Y2K assur-
ances from each international partner, I do, however, remain concerned about the
health and welfare of their critical infrastructure (e.g. power, telecommunications),
and how it may potentially affect ISS activity. As described above, our business con-
tinuity/contingency plans are intended to ensure an acceptable level of NASA func-
tions in the event of failures of external infrastructure in any of the partner coun-
tries.

The various international components of the ISS are progressing nicely. The Ca-
nadian Space Station Remote Manipulator System, or “Robotic Arm,” will be
shipped to Kennedy Space Center in April, after stringent testing. The European
Laboratory development is on schedule and NASA is continuing discussions with the
European Space Agency (ESA) about the possibility of ESA providing critical crew
rescue vehicle components. The second Multi-Purpose Logistics Module (MPLM),
built by Italy, is scheduled for delivery to Kennedy Space Center in August. The
Japanese Experiment Module and Centrifuge Accommodations Module (CAM) devel-
opment is on schedule. Finally, the Brazilian Space Agency has selected its prime
contractor and is proceeding with its hardware contributions.
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RESEARCH UTILIZATION

We are continuing to make progress on ISS research planning and facilities devel-
opment. However, because of schedule delays and the need to bolster development
reserves, we have slowed the development of research equipment. Assuming that
the Service Module is launched by September 1999, we estimate that the Russian-
driven delay to the assembly sequence already has slipped utilization flights on av-
erage 6-8 months. The research funding for ISS is still growing and will, in fact,
double by fiscal year 2001 over fiscal year 1998 levels, but the rate of growth is
slower than previously planned. As a result, some funding for research facility de-
geloprgent has been rephased from fiscal year 2000-2003 into fiscal year 2004 and

eyond.

We are focused on developing most of the permanent research facilities, while
leaving adequate margin in the research utilization budgets for some investigation-
specific hardware. Our approach is to: protect research facility hardware deployment
and schedules; maintain multi-use hardware schedules (EXPRESS Racks and Pal-
lets, Window Observation Research Facility ); maintain planned flight investigation
buildup rate to the maximum extent possible, fund research utilization (experiment
unique hardware and support), sub-rack integration at approximately 70 percent of
that previously planned; and fund payload operations and integration (analytical in-
tegration, operations facilities, training) at approximately 85 percent of that pre-
viously planned. The ISS program will continue to emphasize the early research
program by utilizing recently added Shuttle logistics flights, accelerating the
Human Research Facility, and adding two EXPRESS racks to assembly flights 5A.1
and 6A in fiscal year 2000.

ISS COMMERCIALIZATION

We were pleased with the passage of the Commercial Space Act of 1998 (Public
Law 105-303). This visionary step will serve the American people well by dem-
onstrating our government’s commitment to the economic development of space.
NASA is dedicated to continuing its leadership in this important area. In conjunc-
tion with the Act, we released our draft Commercial Development Plan for the
International Space Station last November. The ISS represents a platform in space
of unprecedented capability. We envision that it will become a seed for emerging
commercial activity in the coming decade and we are moving ahead to ensure this
outcome.

Our goal is to serve as a marketplace foundation and stimulate a national econ-
omy for space products and service in low-Earth orbit, where both demand and sup-
ply area dominated by the private sector. In partnership with the private sector, we
plan to initiate a series of pathfinder activities that could lead to businesses with
profitable operations over the long run and that become self-sustaining without pub-
lic funding. One area we are examining closely is the provision of ISS resupply and
servicing by multiple commercial competitors. Our draft Commercial Development
Plan provides a summary of both our overall strategy and potential tactics we in-
tend to pursue in the coming years. It will also benefit from a private sector review,
now underway, and the independent market studies and cost analyses which we
have recently initiated. We look forward to reporting our progress as we open the
path for 21st century economic expansion in space.

X—38 AND CRV

The Crew Return Vehicle (CRV) will provide a seven-person crew return capa-
bility for the ISS, beginning no earlier than 2004. The Space Transportation Archi-
tecture Studies (STAS) are assessing the role of systems that provide not only re-
turn, but also delivery of humans to orbit in a range of potential future architec-
tures. Based on the STAS architecture concepts, NASA is evaluating the potential
of a CRV to evolve to serving a dual-purpose role, or evolve to a Crew Transfer Ve-
hicle (CTV) that can deliver and return humans. NASA will finalize the CRV re-
quirements and issue a draft Request for Proposals (FP) for comment before final-
izing the plan for the CRV. The results of the STAS and the potential role of a CRV/
CTV in potential future architectures will be integrated into the final CRV plan.

Space Shuttle

The Space Shuttle Program successfully completed its four assigned flights in fis-
cal year 1998. Fiscal year 1999 began successfully with STS-95 in October, the mis-
sion on which Senator John Glenn returned to flight. Most recently, STS-88 opened
a new era for the Space Shuttle—support of the assembly operations for the Inter-
national Space Station. No longer just a research platform, the Shuttle is now ful-
filling its original objectives, as the workhorse that will carry equipment, supplies
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and the personnel required to assemble the International Space Station during the
next several years.

During 1998, the Super Lightweight Tank was successfully flight demonstrated,
increasing payload capacity to ISS by over 7000 lbs. The SSME Block ITA improve-
ments, which improved the reliability on ascent, clearly demonstrate that NASA’s
investment in safety and supportability initiatives have dramatically improved the
performance and reliability of the fleet.

In 1998, the Space Shuttle Programs principal operational contract, the Space
Flight Operations Contract (SFOC), now in its third year, made great strides. All
of the Phase I contracts have been successfully incorporated and the first of the
Phase II production contracts, the Solid Rocket Booster project, transitioned to
SFOC in July 1998. The External Tank project is scheduled to move under SFOC
in fiscal year 2000. The smooth transition of other projects to the SFOC is expected
to occur as major development activities are completed.

This year, the Shuttle will support ISS logistics and assembly flights and a num-
ber of research objectives. In addition to setting the stage to begin ISS utilization,
the Shuttle Program is prepared to launch the Advanced X-ray Facility (AXAF), now
called Chandra, a Hubble Space Telescope repair mission, and the Shuttle Radar
Topography mission (SRTM) for the National Imagery and Mapping Agency (NIMA).

When the Orbiter Atlantis returns to flight later this year, after its recently com-
pleted Orbiter Maintenance Down Period and installation of major modifications, it
will take advantage of numerous other upgrades. Examples are:

—The Multifunction Electronic Display System (MEDS), a state-of-the-art inte-
grated display system used in the cockpit of the orbiter. Pioneered by NASA
and in use as the standard for commercial and military aircraft the world over.

—The Micro-meteoroid and orbital debris (MMOD) protection system for t